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The Unshrinkable Trust 
Can you place trust funds anywhere today, except with us, 


under the absolute guarantee of the trustee that the funds 
will ‘not shrink in value? 


Our Unshrinkable Trust provides just this and the income 
from it is always the best, commensurate with safety. 


Our Trust Officers will be glad to discuss with you this 
unique>form of trust. 


It can be made to apply to trusts created by wills or living 
trusts in effect during the lifetime of the creator. 


Title Guarantee and Trust Company 


176 BroaDway 175 REMSEN STREET 
New York BROOKLYN 


A VALUABLE connection in Philadelphia 
is afforded by this Company, with its central 
location, fifty years’ experience in all. phases 
of banking and trust affairs and its large 


resources. 


the REAL ESTATE-LAND TITLE 
and TRUST COMPANY 


PHILADELPHIA 


Main Office Downtown Office 
Broad and Chestnut Streets 517 Chestnut Street 
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THESE 
NEW YORK STATE CITIES 
ARE SERVED BY 
MARINE MIDLAND BANKS 


NEW YORK CITY BUFFALO ROCHESTER 
BINGHAMTON JOHNSON CITY 
JAMESTOWN CORTLAND ALBION 
BATAVIA EAST AURORA SNYDER 
LACKAWANNA TONAWANDA 
LOCKPORT NORTH TONAWANDA 


OSWEGO NIAGARA FALLS 


If close contact with business throughout New York State 
is important to you, an account at a Marine Midland 


Bank* is well worth while. 


Banks of the 
MARINE MIDLAND GROUP 


COMBINED RESOURCES OVER $600,000,000 


*Fach Marine Midland Bank is managed by local officers 
and local directors. Yet, through the parent company, the 
Marine Midland Corporation, each is closely associated with 
every other bank in the Group. 





=< 
me RG. MRR, RSs AS 


Tepe 
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DAWES AS PRESIDENT AND GOVERNOR EUGENE MEYER OF THE FEDERAL RESERVE BOARD AS 
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PRESIDENT HOOVER WITH CIvic LEADERS OF THE COUNTRY PLEDGED TO A NATIONWIDE 
CAMPAIGN AGAINST HOARDING 
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WAR UPON DEPRESSION AND DEFLATION 


AMPLE MUNITIONS OF RESERVE AND BANK CREDIT 


E opportunity now offers itself 

peculiarly to influential member- 

ship of the American banking 

profession to demonstrate advanced 
and courageous type of leadership. The 
pathway of escape is now fairly indicated 
by which business and banking may be 
guided out of the wilderness of distrust and 
uncertainty, back to rational ways of 
thinking and action. The whole problem 
for the American people resolves itself into 
one of releasing refrigerated wealth and 
credit. Congress has acted with commend- 
able speed, intelligence and non-partisan 
patriotism to meet the great need of the 
hour. 

The mechanics and the facilities for the 
release rather than the creation of billions 
of inactive credit resources have been pro- 
vided. An adequate reservoir and guar- 
antee against unforeseen contingencies has 
been placed at the command of banking, 
commerce and industry by the operation of 
the two billion dollar Reconstruction Fin- 
ance Corporation. Additional billions of 
Federal Reserve and member bank credit 
have become available through enactment 
of the Glass-Steagall emergency measure 
which broadens the rediscount base of the 
Federal Reserve Banks, subject to well 
defined safeguards and limitations. The 
same enactment imparts greatly added 
potency to the free gold and the note cir- 
culation of the Federal Reserve Banks by 
authorizing for a period of one year the use 


of direct obligations of the United States , 
as a basis for the issuance of currency. 

Other instrumentalities have been set in 
motion to relax the strangle-hold on credit 
caused by growing fear and which in recent 
months has communicated itself most pain- 
fully among the bankers. As part of the 
Hoover economic restoration program, a 
nationwide campaign is being conducted 
against hoarding. This enlists a great many 
organizations and the issue of low denom- 
inative anti-hoarding bonds. A plan is in 
course of development to afford relief to 
depositors and small business organizations 
whose funds are tied up in closed banks. 
Agriculture is directly aided by strengthen- 
ing of the Federal Land Bank System and 
funds set aside from the Reconstruction 
Finance Corporation. Railroads are given 
access to resources of the new reconstruction 
corporation and to the credit pool authorized 
by the Interstate Commerce Commission. 
The government at Washington is pursuing 
a vigorous policy of economy. Every in- 
fluence will be brought to bear to validate 
increases in Federal taxes, so as to assure 
a balanced budget and the stability of the 
government’s credit. 

There is disappointment that the country 
has not responded more vigorously and 
immediately to the battle being waged on 
many fronts against depression and ruinous 
deflation. The boom on the stock and other 
speculative markets failed to bring convic- 
tion. They were most likely attributable in 
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the main to professional activities. The 
various major indexes of business activity, 
industrial production, car loadings, prices 
and bank debits continued their downward 
course during February. Hoarding has not 
appreciably ceased. 


This lack of immediate response on the 
part of the people, of business and industry 
does not necessarily militate against the 
efficacy of the Hoover economic plan. The 
return of confidence is a matter of slow 
growth. Fear cannot be overcome by any 
supposed magic of Congressional action. As 
now generally understood the situation is 
purely a matter of psychology—of unreason- 
ing distrust. Human nature is the prime 
element in the picture. By degrees the 
assurance will percolate through banking, 
through industry and business generally 
that credit is available to prevent sacrifice 
of sound but frozen assets and to give the 
needed stimulus to legitimate demands. 
When that assurance spreads through the 
masses and into communities, large and 
small, then hoarding will cease, banks will 
witness a return of deposits and confidence 
will again supply the ointment to recovery. 

oo & 


RESPONSIBILITY RESTING UPON 
BIG BANKERS 


ENATOR Carter Glass and other 
luminaries of Congress have charged 
the big banks of the country with 
cowardice in husbanding their available 
cash and liquid resources and thereby inten- 
sifying depression. They commit a grave 
injustice. It is one thing to stand in the 
chambers of Congress and denounce bank- 
ers. With the Presidential election coming 
on and the public in an acutely distrustful 
state of mind, this is evidently “good 
politics.” But it is a horse of quite another 
color when we stop to realize the terrific 
strain upon bankers who are responsible for 
hundreds of millions of deposits and in- 
creasing pressure on their fortifications from 
every side. It might be extreme individual- 
ism and instinct of self-preservation, but the 
banker cannot be blamed for safeguarding 
first of all the depositors, borrowers and 
other interests of his institution in the face 
of drastic decline in security prices and 
steady withdrawal of deposits. 
Senator Glass stated in his argument 
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against making the Glass-Steagall credit 
expansion measure directly accessible to the 
large banks, that member banks of the Fed- 
eral Reserve System have over $8,000,000,- 
000 of rediscountable assets in their port- 
folios, but have rediscounted only $465,- 
000,000. A recent statement shows, as a 
matter of fact, $819,000,000 discounts by 
member banks. While the proportion of 
actual rediscounts may still appear small, 
the banker was exercising only due caution 
in building up liquidity with the knowledge 
that until the passage of the new emergency 
act, his only avenue of remaining credit at 
the Federal Reserve Banks, consisted of 
such holdings of eligible paper and securities. 


This situation no longer holds true with 
the Reconstruction Finance functioning 
and the broadening of the Federa] Reserve 
rediscounting base. The banks now have an 
adequate supply of credit to draw upon. As 
the prime source of credit for business and 
industry this is a time when banks must 
exercise courage and faith in the future. The 
responsibility for making the various Hoover 
reconstruction agencies effective remains 
first of all with the bankers. Sound assets, 
now made available for rediscount, although 
“frozen” in terms of marketability, need no 
longer be dumped at sacrifice figures. Well 
secured collateral loans and accommodation 
of a constructive nature, need no longer be 
denied. For bankers to persist in hoarding 
their own assets and failing to grant exten- 
sion of credit for productive purposes, is to 
face the alternative of renewed and even 
more ruinous deflation. 


“Credit is the blood stream of our econ- 
omic life,” said President Hoover in his 
recent appeal to the country against hoard- 
ing. “Our economic system,” he continued, 
“has successfully adjusted itself to changing 
conditions in the past. It will do so again. 
The mobility of our institutions, the rich- 
ness of our resources, and the abilities of our 
people enable us to meet them unafraid. It 
is a distressful time for many of our people, 
but they have shown qualities as high in 
fortitude, courage and resourcefulness as 
ever in our history. Ours must bea country 
of such stability and security as can not fail 
to carry forward and enlarge among all the 
people that abundant life of material and 
spiritual opportunity which it has represent- 
ed among all nations since its beginning.” 
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BANISHING SPECTRE OF 
RENEWED INFLATION 


HERE is a fear, voiced in Congress 
a and especially abroad, that the 
various measures for credit expansion 
enacted at Washington are charged with 
grave danger of greater possibilities of credit 
inflation than this country has ever indulged 
in. The only answer to such criticism is 
that deflation and contraction of credit have 
been carried to such violent extreme that 
any agencies that make for relaxation of the 
credit strain cannot be otherwise than help- 
ful in the present situation. The new 
emergency policies embodied in the Recon- 
struction Finance Corporation and the 
broadening of the rediscounting facilities of 
the Federal Reserve Banks, do not involve 
any departure from practices followed by 
central banks of Europe and regarded as a 
most important factor in effective central 
banking operations. 

No member of the Senate has been more 
jealous in resisting any proposal that might 
weaken the final reserves and functions of 
the Federal Reserve System than Senator 
Carter Glass. This is what he says of the 


safeguards against inflation that have been 
incorporated in the Glass-Steagall bill which 
he describes as a measure “for the improve- 
ment of facilities of the Federal Reserve 
System.’ Senator Glass states: 

“The two provisions relating to unusual 
rediscount operations are so carefully safe- 
guarded, the committee thinks, as to make it 
improbable that there can be any unwholesome 
inflation of the currency unless we may 
assume that the Federal Reserve Banks, with 
the approval of the Federal Reserve Board, will 
be unwise and improvident enough so to ad- 
minister the law as to bring about dangerous 
expansion. This would be difficult under the 
terms of the bill.” 

oo ¢ 
CREDIT EXPANSION MUST BE 
REGARDED AS CONSTRUCTIVE 


HE newly appointed Secretary of the 
T Treasury, Ogden L. Mills has no 


sympathy with the fearsome souls 

who apprehend another orgy of inflation 
from the Hoover recipes. 

“Some over-timid critics,”’ says he, “claim 

to have detected in this program the germ 

of inflation. They fail to distinguish the 


OPENING SESSION OF THE WORLD DISARMAMENT CONFERENCE IN GENEVA 
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unmistakable dividing line between inflation 
and the arresting of a deflationary process 
which has gone to extreme lengths. When 
reporting member bank credit has been de- 
flated by over $1,500,000,000 in three 
months, or at the rate of more than 25 per 
cent a year, and when through fear the 
existing volume of credit is not used to any- 
thing like its capacity, I do not know of any 
one except perhaps the cartoonist Webster’s 
“Timid Soul’ who could be seriously 
troubled by the spectre of inflation. 

“The operations of the Reconstruction 
Finance Corporation have been carefully 
safeguarded. They are designed to free 
rather than create credit. Increased Treas- 
ury financing is limited in amount and times 
In the United States, commodity prices, 
wholesale and retail, security values, wages, 
corporate and other business budgets, and 
now governmental budgets, have been and 
are being subjected to drastic readjustments, 
so that today credit expansion must be 
looked upon as constructive and desirable 
rather than inflationary and dangerous. 
Furthermore, leaving aside the all-important 
fact that the public temper was never more 
discriminating and conservative, history 
shows that a dangerous inflation does not 
follow upon the heels of a drastic deflation. 

“Here is a program that strikes at the 
very roots of our economic difficulties. It 
is intelligently conceived and should be 
vigorously carried out. But governmental 
leadership and action alone cannot achieve 
complete success. They should be supple- 
mented by a far-sighted and liberal Federal 
Reserve policy, and, above all, by the 
affirmative and courageous cooperation of 
our banks.” 


2, 2, o, 
We 


SOUTHERN TRUST CONFERENCE 


HE fifth southern trust conference, 
under the auspices of the Trust Divi- 

sion, American Bankers Association, 
will be held at Nashville, Tennessee, April 29 
and 30, it is announced by President of the 
Division, Thomas C. Hennings. The con- 
ference region embraces the states of 
Alabama, Florida, Georgia, Kentucky, Loui- 
siana, Mississippi, Tennessee, North Caro- 
lina, South Carolina and Virginia. The 
conference will follow closely upon the 
annual spring meeting of the Executive 
Council, American Bankers Association, at 
White Sulphur Springs, West Virginia. 


BANKERS OPPOSE HASTY ACTION 
ON BANKING REFORM 


| HERE is increasing opposition voiced 
T| among bankers to the banking reform 

bill introduced in the Senate by 
Senator Glass which seeks to make struc- 
tural changes in the National Bank Act and 
the Federal Reserve System. There is a 
feeling that many of the proposed amend- 
ments are not only drastic but that any 
effort to enact the bill at this session of 
Congress, without granting due hearings 
and study, would militate against banking 
business generally. The American Bankers 
Association, submits this viewpoint based 
upon the conclusions of an interim com- 
mittee of the Association which met in 
Washington recently: 

“It was decided to oppose hasty and 
precipitate action on the Glass Bill and to 
insist that a measure of such vital concern 
to the industrial and financial health of the 
nation should be discussed openly and fully 
before any attempt was made to speed 
action by Congress. With this purpose in 
view, the committee took steps to apprise 
members of the Association concerning the 
radical nature of the bill as it was introduced 
on January 21, emphasizing particularly 
the fact that it attempted to combine in 
one measure certain emergency legislation 
with proposals for fundamental changes in 
banking practice. The committee felt that 
bankers throughout the country should be 
given an opportunity to study the bill and 
to express themselves as to just what effect 
its provisions would have upon present 
banking problems. 

“A preliminary examination of the bill 
led the committee to these conclusions: 
that the measure would enforce a drastic 
contraction of credit, by compelling member 
banks to liquidate their loans on stocks and 
bonds; by obliging the Government of the 
United States to borrow money in the open 
market instead of from member banks; 
by making necessary a contraction in the 
issue of Federal Reserve notes; by requiring 
increases in reserves against time and thrift 
deposits; and by prohibiting member banks 
and corporations engaged in interstate com- 
merce from associating with, or clearing for, 
or depositing with bankers, brokers and 
others engaged primarily in the business of 
buying or selling securities.” 
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JOINT INSURANCE TRUST 
INVESTMENT FUND 


HE novel suggestion was submitted 
IT| at the recent Mid-Winter Trust Con- 
ference in New York that banks and 
trust companies interested in insurance 
trusts have authority conferred on them by 
insurance trust agreements under which 
they act, to deposit the proceeds of the in- 
surance in a commingled fund to be invested 
by all such banks and trust companies 
jointly. The plan was proposed in the 
course of an address by Joseph W. White, 
trust officer of the Mercantile-Commerce 
Bank and Trust Company of St. Louis and 
was submitted to the trust people as a sub- 
ject for further study. Mr. White dwelt 
upon the problems of investment in handI- 
ing increasing volume of proceeds under 
matured life insurance trusts. Nearly four 
billions of dollars of insurance have been 
placed in trust with banks and trust com- 
panies. 


“There is but one criticism of the insur- 
ance trust,” said Mr. White after setting 
forth various advantages, “and that is the 
method of investing trust funds. If the 
insured adopts the optional settlements of 
the insurance company, then, on his death, 
the proceeds of the insurance are held by the 
insurance company, are commingled with its 
other funds, and the beneficiary is paid an 
income on his investment with the company 
on the basis of the net earnings of the entire 
fund. Under an insurance trust, the trustee 
collects the proceeds of the insurance on the 
death of the insured and invests the sum in 
specific securities. These securities are held 
for the particular trust, disassociated from 
the investments belonging to other estates 
which the trustee holds in trust. 


“Under the insurance company plan, any 
loss of income by reason of the suspension 
of the payment of interest on a security held 
in the fund, or any loss on the sale of a 
security, is borne by all the persons in- 
terested in the commingled fund; while, in 
the case of the insurance trust, the suspen- 
sion of interest, or a depreciation in principal, 
falls on the particular trust. Banks and trust 
companies investing trust funds select only 
the highest grade securities and diversify 
the investments as much as possible, so that 
the possibility of loss is minimized. In the 
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smaller trusts, however, greater difficulties 
are encountered in securing wide diversifi- 
cation. From this standpoint the composite 
or commingled fund is to be preferred. 


“The suggestion I have to offer would 
give funds held under life insurance trusts 
the same security and diversification that 
can be obtained by leaving the proceeds of 
the insurance with the insurance companies 
under their optional settlements. This is 
the plan. Banks and trust companies in- 
terested in insurance trusts to have author- 
ity conferred on them by the insurance trust 
agreements, under which they act, to deposit 
the proceeds of the insurance in a com- 
mingled fund to be invested by all of such 
banks and trust companies jointly. The 
various trust estates, whose funds are com- 
mingled, to own an interest in the entire 
Commingled Fund in the ratio that the 
deposit of each trust bears to the value of 
the total fund at the time of the deposit. 
The banks and trust companies to execute 
an agreement setting forth the manner in 
which the Commingled Fund would be 
handled.” 


Mr. White gave in further detail various 
provisions to be incorporated in the insur- 
ance trust agreement to render the com- 
mingled fund of investment operative and 
surround it with necessary legal and admin- 


istrative safeguards. He set forth the 
advantages accruing to banks and trust 
companies becoming members of the fund. 
The detail work of the fiduciary would be 
reduced in a remarkable degree. Elaborate 
ancillary records for income tax purposes 
would be eliminated for insurance trust 
assets deposited in the fund because this 
information would be supplied by the stat- 
istical department. Amortization work 
would be eliminated. In conclusion Mr, 
White said: 

“The life insurance trust agreement 
would have to confer the power on the 
trustee to deposit the proceeds of the insur- 
ance in the Fund. It would also be neces- 
sary to amend existing agreements in cases 
where the grantor is alive to give this power 
to the trustee. It might be possible to 
secure legislative enactment to permit trus- 
tees of trusts now in operation to deposit 
in the Fund in those cases where the trust 
instrument does not specifically limit the 
character of securities to be purchased.” 
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COL. AYRES SEES FOUR HOPEFUL 
wi@i@iq: DEVELOPMENTS 
land Trust Company is the type of 

economist who does not allow his the- 
ories or hopes to run away from actualities. 
What makes his prophecies always inter- 
esting is that he has an abiding faith and 
that’s “‘sumfin” as “Andy” might say. His 
latest summary of business prospects stres- 
ses four points that rise above the nebulous 
horizon. He says: 

“Although business activity has shown 
no real improvement in recent weeks, there 
have been four developments that better 
the general outlook, and make the future 
prospects appear brighter. The first of these 
is the creation of the Reconstruction Finance 
Corporation which is organized to lend pub- 
lic funds to financial institutions and to rail- 
roads. Its purpose is prevention rather than 
cure. It is designed to prevent further sus- 
pensions of banks that are inherently sol- 
vent, but which have large holdings of assets 
that are not adequately liquid. Besides this 
it will prevent railroad insolvencies through 
enabling the carriers to meet maturities that 
they might not be able to care for through 
banking channels. 

“The corporation will not operate directly 
to cure the evils of the depression, but it will 
tend to restore public confidence because the 
people in general now have certain knowl- 
edge that quick and liberal credit is available 
to prevent breakdowns in our credit machin- 
ery. These dangers have now been averted, 
and a second group of perils have been 
rendered more remote by some lifting of the 
war clouds in the Orient. Wide expansion 
of the zone of conflict appears unlikely. 

“The third hopeful development is the 
agreement peaceably reached at Chicago to 
reduce the wages of railroad workers. The 
voluntary decrease of 10 per cent which the 
railroadmen accepted will enable a large 
number of railroads to meet their fixed 
charges in 1932, which otherwise would have 
been impossible. In addition some of the 
lines will be enabled to increase their main- 
tenance expenditures. Moreover the new 
arrangement affords impressive evidence 
that people are accepting the changed econ- 
omic order imposed by the reduced levels of 
commodity prices, and are adapting them- 
selves to the new. 


OL. LEONARD AYRES of the Cleve- 
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“The last of the four hopeful develop- 
ments is that the bill of Senator Glass, de- 
signed to bring about a sudden and drastic 
reform of our entire banking system, has 
been held up, and is being thoroughly re- 
drafted by men who are competent, in- 
formed, and not impetuous.” 

oo? 


STATUTORY DEFINITION OF 
TRUSTEE POWERS, DUTIES 
AND RESPONSIBILITIES 


HERE was submitted at the recent 
Mid-Winter Trust Conference the 
tentative draft of a proposed bill for 
uniform adoption which by statute defines 
and clarifies the duties, powers and respons- 
ibilities of trustees under express trusts. The 
draft was submitted for discussion by Wil- 
liam J. Stevenson, vice president of the First 
Minneapolis Trust Company as a member 
and in behalf of the Committee on Fidu- 
ciary Legislation of the Trust Division, 
A. B. A. It represents the first piece of 
suggested work coming from this committee 
although subject to final action by the 
committee. 

The advisability of securing more uniform 
and practical statutory determination of the 
powers, relationships and responsibilities, 
assumed by trust companies and banks as 
trustees and in other fiduciary capacities, 
has been a matter of increasing interest and 
discussion among corporate fiduciaries. 
Commenting on the tentative draft, Mr. 
Stevenson says: 

“A large body of statute law has been 
enacted in most jurisdictions relating to 
private corporations, but express trusts 
have been left to grope in the dark as to the 
powers, duties and responsibilities of trus- 
tees. The legitimate and major purpose of 
the trust is to furnish business management 
and security. The emphasis is no longer on 
the status but on the method of disposing of 
property so as to make it of the greatest 
possible value to the beneficiaries. There- 
fore, it becomes highly advisable, if not 
absolutely necessary, to give the trustee 
the greatest opportunity for management 
so that he can act with certainty, act with 
expedition, act with care that no rights be 
invaded or damage done to either the 
beneficiary, to the third person or to the 
trustee.” 
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MISCONCEPTIONS AS TO 
TRUST SERVICE 


fm—m|N these days when there is a dis- 
‘| position in certain quarters to create 
prejudice and give currency to mis- 
apprehensions as to the inherent qualities 
of trust administration and reflecting also 
upon those earnest, conscientious men who 
handle large volumes of trust responsibility, 
it is worth while to recall what one of the 
distinguished leaders among trust men, the 
late Charles F. Rogerson, chairman and 
former president of the Boston Safe Deposit 
and Trust Company, who passed away re- 
cently, had to say in discussing the subject 
in Trust COMPANIES. He said in part: 
“The misconception that there is danger 
in concentration of trusts in the hands of 
corporate fiduciaries is equally unjustified. 
Such a situation is not like a monopoly in re- 
straint of trade, or even a concentration of 
property in absolute ownership in a single 
hand or in those of a group. Trust property 
must be carefully invested with a view to 
permanence. It is hedged about by our Pro- 
bate Court with all sorts of restrictions 
which make its use to own or control busi- 
nesses Or corporations almost prohibitive. 
In addition each trust fund is a separate 
fund of its own and must be separately in- 


ANDREW W. MELLON 


Who has resigned as Secretary of the Treasury and has been 

appointed United States Ambassador to Great Britain. 

The above is a reproduction of a portrait at the Chamber 
of Commerce of New York 
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vested. In almost every instance there is 
some person or a group of persons dependent 
upon the income of the fund. This compels 
investment in such a way as to be sure of 
income. This favors investments with fixed 
yield as against ownership with the con- 
sequent risk of passed dividends and years 
of lean yield. 

“The young man of today differs little 
from the young man of years ago. There is 
more for him to learn and he matures 
younger, but fundamentally he is as sound 
as his father or his grandfather. Itis not the 
money which he receives through a well se- 
lected corporate trustee that hurts him, if he 
is hurt, or ruins him, if he is ruined. It is 
the lack of character, of training and of dis- 
cipline. The trust frequently is the sole 
source by which training and discipline can 
be furnished or administered, and character 
acquired. It may be more or less successful - 
in comparison with a father’s own work de- 
pending upon how well the father himself 
would succeed. My experience leads me to 
believe that the present day young man does 
not suffer in comparison with the past and 
that a properly drawn and administered 


trust is helpful and beneficial to him and to 
the community.” 


OGDEN L. MILLS 


Who has succeeded Andrew W. Mellon as Secretary of the 
Treasury of the United States 
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MANAGED CURRENCY 
VERSUS 
GOLD STANDARD 
TE fullrestoration of thegold standard 


is impossible of achievement as the 

recognized media of currency and 
exchange until international affairs are set 
in order. That is the viewpoint expressed 
by the Right. Hon. Reginald McKenna, 
chairman of the Midland Bank Limited of 
London in his address at the annual meeting 
of shareholders, and discussing England’s 
suspension of the gold base, he said: 

“T believe we should all welcome a well 
managed gold standard if we could get it. 
It is not management but the lack of it 
which has caused the failure of the gold 
standard. At present, however, and prob- 
ably for some time to come, the practical 
alternative is between a gold standard badly 
managed and a pure managed currency 
without gold. Experience in the last few 
months has taught us what our choice 
should be. Events have shown conclusively 
that we cannot afford the gold standard of 
post-war times; it has become impossible for 
us because of unfavourable technical and 
psychological conditions. If these are in- 
capable of control the gold standard will not 
work. On the other hand, there are ad- 
vantages of practical convenience, by no 
means inconsiderable, in a gold standard 
well managed; and such a standard would 
be preferable to a pure managed currency, 
unless, as is hardly conceivable today, the 
management were conducted on an inter- 
national basis. 

“The immediate choice before this country 
is inescapable; either we must have a 
soundly managed gold standard, which can 
only be secured by well ordered interna- 
tional action, or we must definitely abandon 
gold and rely on a managed standard with- 
out any metallic basis at all. In either event 
one thing is certain: the art of monetary 
management will have to be relied upon 
more and more to obviate such catastrophes 
in economic life as we are witnessing today. 
We must not delude ourselves once again 
into thinking that if we return to gold all 
will be well; renewed indulgence in that com- 
fortable idea would be fatal. Deliberate, 
skilled and resolute monetary management, 
with or without gold, is a sine qua non of 
steady economic progress.” 
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PRESIDENT HOOVER ON 
LIFE INSURANCE 


N observance of Life Insurance Day, 
I the President of the United States, 

Herbert Hoover, paid the following 
tribute to life insurance: ‘the 68,000,000 
policyholders of the country with policies 
aggregating $109,000,000,000, represent a 
major stratum in the very bedrock of our 
economic life. Insurance not only protects 
the home and family and their social and 
spiritual values, but helps to meet current 
and future needs of expanding industry, 
commerce, and education. I am informed 
that more than half, or 54 per cent of the 
people of the United States, own life in- 
surance. The individual initiative, fore- 
sight, and systematic saving which this 
represents make for stability in the entire 
social order. During the period of econ- 
omic dislocation through which we are 
passing, insurance has been a major factor 
in maintaining stability and will contribute 
to recovery. The mighty reservoir of 
capital and security which insurance repres- 
ents is an asset to the individual, to the 
family and to the country.” 


eo °¢ 


OPPORTUNITIES ON THE 
BOND MARKET COUNTER 


ISCUSSING the rare opportunities for 
I) profitable investment now offered to 
careful investors in the bond market, 
C. W. Sills, vice president of Halsey, Stuart 
& Co., states: “Just as investors were fond of 
looking back a few years ago upon the 
investment opportunities of 1921, so they 
are virtually certain sooner or later to look 
back upon those of the present period. It 
is impossible to say how long these oppor- 
tunities will last—or whether they will be- 
come greater before they again disappear. 
But we know that today they exist, and 
that the investor can make sure of them 
by taking advantage of them now. In doing 
so, of course, security should be scrutinized 
with even more care than usual. The best 
judgment should be brought to bear upon 
the question of safety and value; but when 
these points have been definitely settled, 
the investor can place his funds without fear. 
Buying as an investor, he will have no cause 
for worry over the possible behavior of the 
market in coming months.” 











PAUL M. WARBURG 


ECAUSE of his modesty and self- 
effacement only those immediately 

associated with the late Paul M. 
Warburg appreciate to what extent his 
advice was incorporated in the fundamental 
concept and enactment of the Federal Re- 
serve System. Years before the Federal 
Reserve Act became a matter of legislative 
debate and while the country was seeking 
escape from currency and banking methods 
such as contributed to the Panic of 1907, 
Mr. Warburg pointed the way to scientific 
reform. He revealed the shortcomings of 
the system and with fine grasp of both 
national and international essentials he laid 
the ground work in his earlier volumes on 
“Defects and Needs of Our Banking 
System,” and in 1910 on ‘United Reserve 
Bank of the United States,” the funda- 
mental principles of which were subse- 
— embodied in the Federal Reserve 

et. 


Mr. Warburg always stood firmly, as a 
matter of principle, for a central banking 
institution, free from political dominance. 
Although in its administration provisions 
the Federal Reserve Act did not envisage 
his ideas, Mr. Warburg devoted himself 
loyally to the effective development of the 
Federal Reserve System as one of the 
members of the first Federal Reserve Board. 
In 1916 he became vice governor of the 
Board and served two years. He continued 
his active interest as a member of the 
Advisory Council of the Federal Reserve 
Board from 1921 to 1926 and as its president 
from 1924 to 1926. Mr. Warburg founded 
the International Acceptance Bank, Inc. 
in 1921 and organized the American Accept- 
ance Council in 1918 of which he was 
president for several years. In a work of 
two volumes, published in 1930, entitled 
“The Federal Reserve System—Its Origin 
and Its Growth” Mr. Warburg submits con- 
structive suggestions for improving the 
nation’s currency and banking system which 
may well be given heed in proposed reform 
in the light of recent experiences. 


Characteristic of the fine mind of the late 
Mr. Warburg is the will which he left and 
the exemplary instructions as to invest- 
ments contained therein for his executors 
and trustees. During his lifetime Mr. 
Warburg gave generously of his time and 
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means to charitable and educational work. 
It is expected that such activities will be 
continued by his widow to whom the estate 
is left in trust until her death when it is to 
be divided equally between the two children, 
Bettina Warburg and a son, James Paul 
Warburg who is president of the Interna- 
tional Manhattan Company and also of the 
International Acceptance Bank. Besides 
the widow and two children the executors 
and trustees include a brother, Felix M. 
Warburg of Kuhn, Loeb & Company. 


Ro fe ee 


A BANKER WHO SPEAKS 
FEARLESSLY 


ELVIN A. TRAYLOR, president of 
the First National Bank of Chicago, 
must be regarded as among the most 
courageous and frankly outspoken leaders of 
American banking. His sense of banking 
leadership is not one of conquest at any cost, * 
but one that responds primarily to an un- 
failing and deep sense of responsibility to 
the public. That spirit was borne in on him 
by his rugged experiences as a youth on a 
farm in the mountainous section of Ken- 
tucky. Throughout his remarkable career 
he held to the formula not to look for 
excuses and paths of least resistance, but to 
face and battle with grim realities. 

Mr. Traylor’s public utterances since the 
country has been wrestling with deflation 
and depression have come like invigorating 
truths that might hurt some sensibilities 
but that nevertheless put responsibility 
where it belongs and thereby pointed the 
way to correction and cure. His criticisms 
are constructive and not merely post- 
mortems. The testimony he gave recently 
at Washington before a subcommittee of 
the Senate Manu‘acturers Committee and 
in response to questioning by Senator 
La Follette, were no exception. He pointed 
to mistakes made by Federal Reserve rate 
policies which failed to check the mania for 
speculation from 1928 to the disastrous end 
of the stock market boom. He placed the 
blame for depression squarely upon post-war 
inflation, expansion of consumer credit and 
taxation. Asked if he regarded the gold 
supply a factor in depression, Mr. Traylor 
disposed of that subject by saying: “I do 
not. The United States with the largest 
gold supply of any nation has suffered as 
severely as any nation that has none.” 
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Mr. Traylor, as in his previous public 
utterances, did not exonerate bankers from 
blame in encouraging inflation. He said 
on that subject: 

“As to the commercial banks, they were 
in the main soundly conducted with respect 
to market speculation. But their effect was 
completely nullified from two sources. The 
first was the loaning direct by large corpora- 
tions in the call-loan market, and the other 
reason was the attraction of what was 
estimated as at least $3,000,000,000 of 
foreign capital that came into the market 
through banks with instructions to be loaned 
on the market. 

“The investment banking houses were in 
the same position as the rest of the citizens. 
* * * But one cannot escape the conclusion 
that, perhaps to a larger extent than other 
banks, they disregarded what should have 
been obvious signs of danger in many of 
their promotions.” 

eo°0 


JOINT TENANCY SUBJECT TO 
ESTATE TAX 


N a recent decision by the Circuit 
Court of Appeals, Ninth Circuit, in 
the case of Gwinn vs. Commissioner of 
Internal Revenue, it was decided that a joint 
tenancy created by residents of California 
in 1915 is subject to the Federal Estate tax 
under the revenue act of 1924. In this case, 
a familiar type of joint tenancy under the 
California statutes had been entered into 
in 1915. One of the co-tenants died in 
October, 1924, and the following questions 
arose concerning the taxability of the sur- 
viving tenant’s interest under the Federal 
Estate Tax. 

(1) At the death of his co-tenant did he, 
by reason of such demise, succeed to or ac- 
quire any additional right or interest in the 
property theretofore held in joint tenancy 
since 1915? 

(2) Did the fact that the joint tenancy 
was created prior to the adoption of the 
Act of 1924, relieve it from taxation? 

In holding that the interest of the sur- 
viving tenant was subject to such tax, the 
Court pointed out that the California law 
does not view a joint tenancy as conferring 
upon each tenant complete and irrevocable 
rights in the joint estate from the date of 
the inception of the relation. Rights not 
theretofore possessed must then accrue to 
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the survivor upon theJdeath of the co- 
tenant. When the co-tenant died, the in- 
terest which she had in the property held 
in joint tenancy (that interest was a real 
interest subject, during her lifetime, to be 
transferred or otherwise terminated), ceased 
by reason of her death and only because of 
that event. Hence it was taxable. The 
interest of the surviving tenant accrued by 
reason of the event of the death of the co- 
tenant, and not by reason of the transfer 
theretofore made which created the joint 
tenancy. There was, therefore, no attempt 
to tax an interest made complete and entire 
prior to the adoption of the Revenue Act of 
1924, and hence the interest was taxable 
under the Estate Tax provisions of that 
statute. 


THE TEN COMMANDMENTS FOR 
BANKERS 

1. Let the banker, not the customer, 
dictate the credit terms. 

2. Obtain a financial statement for every 
unsecured loan of $500 or more; and keep 
statements current. 

3. Have a loan limit for every firm or 
individual, and do not exceed it. 

4. See that the loans to officers and direc- 
tors are the best in the bank. 

5. Maintain strong secondary reserves in 
United States Government bonds, commer- 
cial paper, bank acceptances, and short- 
term marketable securities. 

6. Do not let competition force unprofit- 
able business upon you. One unprofitable 
account multiplied by 200 is 200 losses. 

7. Do not make capital loans to be used 
permanently in a customer’s business. 

8. Place emphasis on quality, rather than 
quantity, of business; on average balances, 
rather than on number of accounts. 

9. Introduce the service and activity 
charges, and set up a scientific analysis of 
your checking accounts. 

10. Provide directors with full informa- 
tion regularly, and eecee their cooperation. 


While a total of 402 bank closings were 
recorded during the first five weeks of the 
current year, the second week of February 
reveals a marked falling off in the number 
of fatilities to seventeen for that week. 
Reopenings are becoming more numerous. 
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THIS MONEY PANIC 


ESCAPE DEPENDS UPON COURAGEOUS EXPANSION OF CREDIT TO 
RESTORE CONFIDENCE, BUYING POWER AND PRICE LEVEL 


WALLACE B. DONHAM 


Dean of Harvard University Graduate School of Business Administration; Author of ‘‘Business Adrift’’ 


(Epitor’s Note: Dean Donham goes to the heart of the present monetary and credit 


crisis. 


He describes in terms of conviction and clarity the agencies of credit expansion 


that must be courageously set in motion to arrest the destructive tide of deflation in 
order to revive public confidence, restore price levels, values and potential purchasing 


power. 
to halt the heavy mortality among banks. 


He shows why the National Credit Corporation has fallen short of its objective 
In discussing the newly created Reconstruc- 


tion Finance Corporation, the emergency enactments by Congress broadening the redis- 
count facilities of the Federal Reserve banks and putting excess gold reserve to work, 


Mr. Donham cautions against 


weak-kneed restrictions and declares for untrammeled 


employment of those resources available for attack upon problems that are chiefly of 


psychological rather than economic origin.) 


EN will not buy normally when they 

fear for their jobs or when they 

believe they can buy at lower 
prices a month later; nor will they act 
with confidence while banks continue to fail 
in all parts of the country. Regardless of 
the causes of this depression, lost confidence 
is our most serious primal problem. Expan- 
sion of credit is essential to the restoration 
of confidence, and higher prices are the only 
sound foundation on which we ean build. It 
is in the area of confidence also that the 
foreign situation assumes its greatest imme- 
diate importance. 


There is a strong feeling on the part of 
many observers of our present situation that 


our difficulties arise from departure from 
the old basie ideas of long hours, hard work, 
and thrift. Many thoughtful men feel that 
the only way out is through a return to those 
fundamental virtues. They believe that the 
standards of living of the last decade are 
higher than it is possible to maintain and 
that since our price level has gone down to 
pre-war levels, we must go back to much 
lower wages and incomes and secure a new 
balance in this way. This I believe to be a 
fundamental error. Our high material stand- 
ards of living were made possible by science 
and machinery, and these same elements 
make continuously higher standards possible. 
Moreover, while the products of our great 
mass production industries are not in gen- 
eral necessities to the men who buy them, 
buyers are necessary to the companies which 
manufacture and sell on a mass production 


basis; and at the present time our exten- 
sive luxury industries occupy such a large 
part in our business structure and employ 
such a large part of our people that their con- 
tinued inability to find buyers would be de- 
structive both economically and socially. 


Why Expansion of Credit Is Essential 

We are now in the midst of the most vio- 
lent price and credit deflation the modern 
world has ever seen, and unless we change 
our credit machinery there is little evidence 
that we are at the bottom. Fortunately 
the forces leading to expansion of credit are 
becoming more powerful. The catastrophic 
results of the present situation can hardly 
be overestimated. We need an expansion of 
eredit which will start prices moving up in 
both commodity and security markets. The 
present price levels are unstabilizing not only 
labor and business, but our whole middle 
class on which so much of the future de- 
pends. Debts do not deflate with prices, and 
our society is run on credit. Much of the 
political disturbance in the world can be 
traced to this deflation, and we have con- 
tributed largely to it by intensifying the de- 
flation. Stabilization abroad must largely 
depend on our price policies. 

I see no method available during recent 
months by which substantial cuts in wages 
could have been avoided. I believe, however, 
that if the tendency toward lower wages 
continues until a new balance is struck this 
will be a critical error. A new balance we 
must certainly secure, but most of this bal- 
ance can be attained better by adjusting 
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prices up than by adjusting wages, salaries, 
and incomes down. If we attempt by reduc- 
ing wages, salaries, and incomes to make the 
readjustments which would be required to 
secure a balance with the present low level 
of prices, we shall face most serious condi- 
tions over a long period of years, and we 
may lose for a period of years the benefits of 
some of our great mass production industries. 
The problem is not one of individual thrift, 
but of such sound social management that 
men can continue to buy many things not 
included in the sheer necessities of life. Wage 
cuts in some fields and areas have already 
gone beyond all reasonable limit, They are 
accepted now from sheer necessity. If they 
do not respond quickly to any improvement 
in business, the consequences in labor troubles 
will be most serious. 


Debt Burden Intolerable at Present Price 
Levels 

A large part of the world’s economic struc. 
ture is based on the debtor-creditor relation- 
ship. From government debts through the 
whole gamut of business debts, through the 
deposits of both commercial banks and sav- 
ings banks and the credit basis of our indus- 
tries down to mortgages on the homes of our 
workers, we have an economic structure 
based largely on credit and built up with ref- 
erence to a reasonably definite price level. 
If the drastic fall in prices to present levels 
becomes permanent, all money debts become 
in proportion more serious obligations. Debt 
burdens do not fall with prices; they rise. 
The reduced income of the government and 
all its subdivisions will inevitably seriously 
increase the rates and burden of taxation. 
We see daily around us serious calamities 
which result from the almost unprecedented 
severity in price declines—serious interna- 
tional complications in debts, reparations and 
trade, bank failures, sales of collateral to 
meet obligations, bankruptcies, corporations 
in the hands of their banks, and foreclosures 
on mortgages. In addition all the other evil 
consequences of a radical readjustment be- 
tween the value of money and the value of 
both commodities and services, between debt- 
or and creditor, between obligations and the 
security for obligations, are in evidence on 
all sides. 

Taxes must go up, but there is danger that 
in an effort to balance governmental budgets, 
they may, this winter, grow to such a point 
that they will constitute an additional cause 
of discouragement and lack of confidence and 
intensify the long run effects of the depres- 
sion on the progress of American industry. 
Not only national but state and city taxes 


are involved. Balance between economy, tax- 
ation, and borrowing is required, and large 
governmental expenditures wholly sound a 
year ago, may be inexpedient in view of the 
greater strains on all governmental credits 
which have developed since that time. Only 
political vision of a high order can maintain 
such balance, 


Price Levels Must Rise to Avoid Catastrophe 


Personal initiative, long hours, hard work, 
and thrift will not solve the problems of 
the countless men who have entered into ob- 
ligations on a given relationship between 
money and its purchasing power, but who find 
their taxes seriously increased and their 
debts suddenly doubled in relation to the in- 
come or properties with which they must pay. 
Continuance of the present price levels until 
we reach the bitter end of a readjustment 
of wages, salaries, and incomes to the new 
levels means for a large part of the debtors 
in this generation practical destruction of 
their economic security. It means serious 
labor difficulties, the reorganization of the 
financial structure of innumerable corpora- 
tions, and the practical taking of their prop- 
erties by their creditors. It means a long- 
time increase in the burdens of taxation 
which may well subject us to the type of 
difficulties now faced by England. It prob- 
ably means millions of men living on a dole 
system for the indefinite future. It means a 
disastrous collapse of business for our new 
luxury industries. 

Such a solution of our problems would be 
a national catastrophe of the first order, and 
the resultant discontent throughout the whole 
social system would form a most serious 
threat to the future. If this catastrophe is 
to be avoided, price levels in this country 
must rise to or nearly to the level of 1925. 
This level was attained well before our specu- 
lative inflation of 1928-29, and represents 
about the most stable platform of prices ob- 
tained since the War. It is at or about this 
level that most existing indebtedness was in- 
curred. The longer it takes to secure such an 
increase in our prices, the greater the per- 
centage of the difficulties which will be in- 
evitable. The strain of debts as they are 
related to present incomes and prices cannot 
be borne without seriously affecting the eco- 
nomic security of our great middle classes. 
The effort to readjust on the present level 
means the continuance of international dif- 
ficulties, bankruptcies, unemployment, bank 
failures, foreclosures, and all the other phe- 
nomena which are so seriously disturbing us 
at the present time. 
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Government debts, bank debts, all mort- 
gages and private debts of every description 
have had from 25 to 100 per cent added to 
their burdens. Taxes become both more bur- 
densome and higher. All governmental cred- 
its are strained. We shall not attain in- 
creased prices unless through sane handling 
of our monetary problems we overcome a 
substantial part of the excessive deflation 
from which we are now suffering. 


Suffering From Excessive Deflation 
The extent of this deflation may be illus- 
trated by recent data and estimates’ showing 
the contraction of all deposits of all operat- 
ing banks in the United States (exclusive of 
inter-bank deposits), viz.: 


1928, December 31, $56,766,000,000 


1929, December 31, 55,289,000,000.......... 


1930, December 31, 53,039,C00,000 
1931, December 31, 43,700,000,000 
1932, January 27, 42.500,000,000 


These figures are startling. The cumulative 
decrease for the period is about $14,250,000,- 
000 or approximately 25 per cent. 

An added deflationary force has been the 
approximate halving of the velocity of turn- 
over of existing deposits during the same pe- 
riod of decline in the amount of deposits. 
Of course, this decline in the velocity of 
turnover merely parallels the decline in vol- 
ume of business transactions, but the extent 
of the decline in velocity of turnover is so 
great as to suggest that this condition is now 
a casual factor and not merely an effect of 
the depression. It is probable that the de- 
cline in business activity is wholly compen- 
sated for by the lessened velocity of turnover 
of deposits and that the decrease in deposits 
is all deflation. 


Federal Reserve Failed to Respond to 
Monetary Emergency 

It is important to note that the contraction 
in bank deposits in 1931 was over six times 
the contraction in 1929, and four times the 
contraction in 1930. Part of this contraction 
is caused by the closing of banks, but in 1931 
this accounted for less than 25 per cent of 
the total. Moreover, the rate of acceleration 
in deflation apparently increased in Decem- 
ber, 1931, and this accelerated rate was main- 
tained in January, 1932. The central banking 
system was not primarily responsible for the 
start of the deflation in 1929, and its respon- 
sibility for the continuance and intensity of 

18ee tables on following pages, (Nos. 5a and 5b). 


20f this amount, $1,759,000,000 is accounted for by the clos- 
ing of 2,290 banks in 1931. 


the deflation in 1930 and 1931 is impossible 
to determine with quantitative accuracy. In 
my judgment it is nevertheless difficult to 
overestimate this responsibility in these later 
years and particularly in 1931. 

The last eighteen months has been a pro- 
longed, unnecessary money panic. Partly 
from policies adopted but mainly because of 
inelasticity in the Federal Reserve Act itself, 
our central banking system has been unable 
to respond to this emergency as it responded 
in 1920-21, Twice its normal reserves were 
fully employed. This time though the de- 
flation is far more serious and we have had 
continuously large excess reserves. In 1920 
little gold was in circulation. This time we 
have actually increased the gold certificates 


Annual Decrease 


as o:6 66 00:66:60 0 ga OD 


2,250,000,000 
(estimated) 9,339,000,0002 
(estimated) 1,200,000,000 (27 days only) 


outstanding and the last available figures 
show $1,287,000,000* gold and gold certificates 
in circulation. 

All this happened because the types of pa- 
per eligible for rediscount no longer exist 
in the quantity and quality necessary to form 
the basis for the required credit, and there 
has been no way to compensate for the de- 
creased volume of credit which resulted from 
loss of confidence. Great numbers of corpora- 
tions ceased to borrow. Nearly all note bro- 
kers ceased to exist or changed their busi- 
ness. The central banking system did not 
keep up with these changes and individual 
banks were forced into long time investments. 


The Present Depression and the Federal 
Reserve System 

On December 31, 1929, over 43 per cent of 
the member banks in the four largest eastern 
reserve districts had individually less than 
10 per cent of their loans and investments 
subject to rediscount. When the collapse oc- 
curred these banks were almost wholly and 
many other banks were inadequately pro- 
tected by our central banking system. As a 
result we have had cheap money but no 
eredit. Country banks have been forced to 
rely on city banks, and city banks have been 
forced to require liquidity in their country 
correspondents and they themselves have 
been forced into an attitude of ultraconserva- 
tism. Without fault of the individual banks 
we have had a perfect pestilence of liquidity. 

We are back close to the old stark individ- 
ualism in banking. Thousands of banks have 





BASIS OF ESTIMATES OF CONTRACTION OF BANK DEPOSITS 


1928 

December 31 
1929 

March 27 


December 31 
1930 
March 27 


September 24..... 
December 31 

1931 
March 25........ 


September 29..... 


December 30 
1932 

January 6 

January 13 

January 20....... 

January 27 





2 
Weekly Reporting 
Member Banks, 
Net Demand 
and Time Deposits 
(Millions) 
Wednesdays 
(As Published) 


21,031 
21,069 


20,968 








2. 


Per Cent 
Column 1 


to 
Column 3 


Approxi- 
mate 


\ Range) 


64-67 


64-67 
64-67 
64-67 
64-67 





This method is ¢ 


3. 
Member Banks, 
Net Demand 
and Time Deposits 
(Millions) 
(Call Reports 
as Published) 


33,865 


32,082 
33,690 
31,839 
32,560 


31,153 
31,566 
29,469 
(As Estimated 
from 
Columns 1 and 2 


27,800—26,500 


27,600—26,300 
27,300—26,100 
27,000—25,800 
26,900—25,700 





Per Cent 
Column 3 


4. 


to 


Column 5 
Actual 


61.3! 


60.57 


60.9 


59. 9: 


Approxi- 
mate 


61 


61 
61 
61 
61 


5. 


All Banks in U. S. A., 
Net Demand 
and Time Deposits 
(Millions) 
(Call Reports 
as Published) 


52,784 
53,039 


51,427 

51,782 

49,152 
(As Estimated 


from 
Columns 3 and 4) 


45,500—43,500 


45,200—43,100 
44,800—42,800 
44,300—42,300 
44,100—42,100 





hecked by the following method which gives substantially the same results. 








1929 
| : re 
December 31 

1930 
September 24 
December 31 

1931 
Baereh 25........ 


1931 
January 
February 


September 
eee 
November 
December 


1931 
November 25..... 
December 2 
December 9 
December 16 
December 23 
December 30 

1932 
January 6 
January 13 
January 20 
January 27 








> 
Member Bank Reserve 
Balances at Federal 
Reserve Banks 
(Call Reports 
of Wednesdays, 
in Millions) 


(Monthly Average of 
Daily Figures, 
in Millions) 


2,433 
2,370 
2,386 
2,376 
2,387 
2,404 
2,407 
2,345 
2,333 

2,256 

2,118 

2,069 

(Wednesdays, 
as Published) 


2,086 
2,168 
2,001 
2,323* 


2,036 
1,994 
1,972 
1,945 


9 
“. 


Per Cent 
Column 1 
to 


Column 3 


NININISISISISINISIAINT 


mated) 


NNNAS 
Cr Or or cr org 


sINTSIST 
Cron ener 


3. 
Member Banks, 
Net Demand and 
Time Deposits 
(Call Reports 
of Wednesdays, 
in Millions) 


31,153 
(Monthly Average of 
Daily Figures, 
in Millions) 


32,048 
31,968 
32,069 
32,179 
32,168 
31,602 
31,526 
31,041 
30,500 
29,138 


27,640 
27,813 
28,907 
26,680 


26,587 
26,293 
25,933 


4. 


Per Cent 
Column 3 


to 


Column 5 
Actual 


60.89 
61. 2: 


60.: 
61.38 


mated) 


61 
61 
61 





v2. 

All Banks in U. S., 
Net Demand and 
Time Deposits 
(Call Reports 
of Wednesdays, 
in Millions) 


54,545 
55,289 


52,784 
53,039 


(Estimated) 


46,300 
45,300 
42,300 
47,400 


*T he extraordinary increase of reserves for a few days at the end of the month of December, 1931, destroys the value of these 
figures as a basis for estimates. 
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failed with consequent great social distress. 
These forces have resulted in liquidation in 
the security markets and in liquidation or 
stoppage of buying in the commodity markets. 
The vicious circle of deflation has continued 
under this pressure for more than two years, 
and of course as prices drop and liquidation 
proceeds the conditions are intensified. 

Hoarding started on a large scale. It is 
not without significance that all through 


this most drastic price deflation the modern 
world has ever experienced, we have kept 
idle or substantially idle, and almost wholly 
separate from its normal relationship to our 
own and the world’s credit structure, some- 
thing over 20 per cent of the world’s total 
monetary gold supply. 


Federal Reserve Resources Inaccessible 

It is the function of a central banking 
system in times like these to keep money 
easy. It is assumed that with easy money 
liberal credit policies by the individual banks 
will follow ; and if the central bank is strong 
and the individual banks properly managed, 
this is the normal result. This result has 
not followed during these last two years. The 
Federal Reserve System has in general, and 
so far as its charter allowed, done its part 
well. We have had low money rates until 
October, 1931, and plenty of money in the 
banks. The difficulty is that because of lost 
confidence, largely the result of the narrow 
definitions of rediscountable paper and as- 
sets in the Federal Reserve Act, and the 
consequent inability of banks to use the Re- 
serve System on an adequate scale, we have 
had at the same time very tight credit. 

The Federal Reserve Banks have properly 
refused to dissipate their reserves of credit 
by open market operations which because of 
the terms of the act do not bring to play the 
necessary credit multiplier. Credit expan- 
sion should take place through our banks of 
deposit rather than through the Federal Re- 
serve Banks in order to bring this multiplier 
into operation. Old borrowers who, during 
the last decade, had got themselves out of 
debt, and had plenty of cash, had money 
offered to them for exceedingly low rates, 
but they did not want it. Sound smaller bor- 
rowers who needed money have with lament- 
able frequency been unable to secure ade- 
quate credit on any terms. 

This inability of the banks to have access 
to the Federal Reserve System on an ade- 
quate scale forces them to keep not only large 
amounts of cash, but large balances in New 
York and induces individuals from other 
parts of the country to build up New York 
deposits. The stage is thus set to facilitate 
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another stock market orgy when business 
picks up. Sheer individualism in a banking 
system means that all banks must in times 
like these fail to a large extent in providing 
the facilities the community is entitled to ex- 
pect from its banks. 

There can in most cases be no fair criticism 
of the individual banks and their attitude. 
The principal fault is in the system, but the 
resulting liquidation did not stop with banks 
or with their securities. Individuals in great 
numbers have been forced to sell securities 
at any price. Many industries were unable 
to buy raw materials, and the drastic drops 
in commodity markets in part brought about 
by this same situation discouraged normal 
buying by other industries. Inventories of 
finished goods were dumped at any price 
which could be obtained. No central banking 
system can perform its appropriate function 
without wide emergency powers nor should 
any unrealistic concept of the function of 
commercial banking be allowed to prevent the 
central bank from exercising such emergency 
powers, 


Credit Expansion and Putting Gold to Work 


One of the first types of elastic mechanisms 
which needs to be evolved is some method by 
which our central banking system by expand- 
ing the credit facilities at the disposal of our 
banks and putting more of our gold to work 
can mitigate rather than accentuate these 
wild drops in price levels. We need imme- 
diately some method of reversing present 
price trends. Checks and balances should of 
course be available to prevent excessive ex- 
pansion to the point of dangerous inflation, 
but we cannot foresee these problems of the 
future well enough to determine now when 
the brakes should be applied. Moreover, 
there is graver danger if this deflation is not 
reversed under conservative auspices, that 
we may have wild inflation under pressure of 
millions of men whose burdens as debtors are 
grossly and unfairly increased. Security and 
stability in many directions are dependent on 
the solution of this problem. 


The problem is I believe soluble and that 
quickly. The administration program for 
the emergency Reconstruction Finance Cor- 
poration as originally presented was thor- 
oughly sound. The amendment taking out 
the provision allowing rediscount of the cor- 
poration’s debentures seems peculiarly un- 
fortunate. 


The cure of this situation, if started now, 
does not involve inflation. Expansion of 
credit is not necessarily inflation. We have 


Federal Reserve Bulletin, Jan. 1932, page 12. 
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at all times had an adequate basis for credit 
so far as our supply of gold is concerned ; 
and although the international gold situation 
is difficult, if we use skill in handling our 
banking situation, there should be no reason 
to fear that anything will happen to disturb 
this situation. Our trouble has been in large 
measure lack of confidence, and if we have 
serious difficulties in the monetary situation 
it will be from loss of confidence in our banks 
arising mainly from their inadequate access 
to the Federal Reserve System. 

It is futile to say that any increase in price 
levels involves inflation, and that since in- 
flation got us into our troubles we should 
now avoid it at any cost. The speculative 
orgy in 1928-29 was bad. It is not sound, 
however, to think of a reverse of price trends 
from the present dangerous degree of defla- 
tion of prices as being the same type of thing 
we had in 1928-1929. Industry needs the 
stimulus of higher prices, and all debtors are 
entitled to expect such a reversal of price 
trends. Even if inflation were involved, we 
should assume its dangers rather than the 
far greater dangers of making permanent 
our present drastic deflation of prices. Does 
the physician refrain from giving nitro- 
glycerine to his angina patients because ni- 
trogycerine is bad for healthy hearts? 


Why the National Credit Corporation Failed 
in Its Objectives 

The National Credit Corporation was or- 
ganized through the personal influence of 
the President before Congress convened. Its 
objectives were to stop bank failures and to 
provide a basis for confidence. It has failed 
in these objectives, although it has been of 
large assistance to some banks. The reasons 
for the failure seem to be these. The funds 
were furnished by banks and, since Congress 
was not in session, no provision could be 
made for discounting at the Federal Reserve 
Banks the debentures of the corporation is- 
sued to these banks. As a result the funds 
in substance were furnished to the weak 
banks by the strong banks without giving 
the strong banks added access to the Federal 
Reserve System. This was an application of 
the insurance principle, and under most con- 
ditions would be fundamentally sound. 


The National Credit Corporation as an or- 
dinary operating part of our banking struc- 
ture would be a great source of strength. 
The effect in conditions such as the present 
is, however, to put additional strains on the 
strong banks. The strong banks are not 
strong enough to feel that any risks should 
be taken with the funds so taken from them. 
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The result is overcaution in the protection of 
these funds. 

Typically, so far as I have been able to 
learn, the Credit Corporation has required 
that loans made to banks be secured by a 
100 per cent margin. This policy rapidly 
exhausts the credit of the weak banks, and 
as a result fails to give them the protection 
they need. Moreover, the investment of funds 
of the strong banks in debentures which are 
not liquid must to some extent make many 
of the strong banks more conservative than 
they otherwise would be in their relations 
with their own customers. As a result of 
this policy of the Credit Corporation of mak- 
ing loans only when they are secured by 
very wide margins and the further policy, 
which I suspect, of lending only to banks 
which are in sound condition, there has been 
a continuance of bank failures on a large 
scale. The confidence which might have re- 
sulted from a bold policy has not in fact 
been achieved. The Credit Corporation has 
been useful, therefore, but inconclusive. Its 
history illustrates the ineffectiveness of par- 
tial or inadequate policies. 


Appropriation for Federal Land Banks 

The appropriation of $125,000,000 which 
has just been made for increasing the capi- 
tal of the Federal Land Banks stabilizes 
these banks, which were in real need, and 
should therefore be of considerable aid to 
the re-establishment of confidence in their 
bonds, and to improvement of the farm mort- 
gage situation. Moreover, the issue by the 
Government of its securities to the amount 
of $125,000,000 to secure the funds required 
to finance these banks will give some basis 
for needed expansion of credit through the 
Federal Reserve Banks. The amount is, 
however, inadequate really to solve the farm 
mortgage problem, and indeed the Land 
Banks are only one of the agencies involved 
in this situation, The Home Loan Discount 
Banks, which are discussed later, are the 
principal reliance for the restoration of con- 
fidence in farm as well as home mortgages. 


Policy of Reconstruction Finance Corporation 
Should Be Bold 

The Reconstruction Finance Corporation is 
the most important part of the program 
which at the present moment seems likely to 
meet with the wholehearted approval of Con- 
gress. It furnishes relief on a large scale. 
Its policy should be bold. While the Act pro- 
vides for loans only on adequate security, 
the test of the adequacy of security should 
be the broad considerations of intrinsic value 
and not temporary market values. The rail- 
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roads of the country would be wrecked by 
any other point of view. Furthermore, it is 
only by such a policy that many sound banks 
now tied up by the requirements of the Na- 
tional Credit Corporation, or unable to get 
sufficient aid through that corporation or 
from their correspondent banks, can be saved. 

The question whether this Act will also be 
helpful as a measure for the expansion of 
credit cannot as yet be settled. The $500,- 
000,000 furnished by the Government through 
the sale of its own securities will bring about 
a direct tendency toward expansion. Con- 
gress, however, refused to approve the re- 
quest of the administration that debentures 
of the corporation be rediscountable by the 
banks at the Federal Reserve Banks. The 
result is that debentures sold to the public, 
that is banks, insurance companies or in- 
dividuals, cannot be used through the banks 
as the basis of expansion of credit. If there- 
fore the debentures are purchased by the 
public the net effect of this corporation on 
credit may again be to make the strong 
banks less able to care for the needs of their 
ordinary depositors, thus increasing pressure 
on commodity and security market, and so 
giving renewed impetus to deflation. If the 
banks purchase these debentures they will 
be in a weaker position to care for their oth- 
er customers, If insurance companies pur- 
chase them, although the debentures are 
guaranteed as to principal and income by 
the United States Government, they may be 
unmarketable in the event of any great emer- 
geney where drains on the cash of the com- 
panies are in excess of premium receipts. If 
individuals buy them, they will on a large 
scale seek loans from the banks, and the 
banks, to the extent of such loans, will be 
less able to care for other customers. 


The changes made by Congress in the Ad- 
ministration program seem both unwise and 
dangerous. If the debentures are sold to the 
public the Act becomes in essence an attempt 
to stabilize the situation on present price 
levels. Any attempt to do this will in my 
judgment be futile. Stabilization on these 
levels is impossible. Too large a proportion 
of the borrowers of the country are already 
below the normal margin requirements of 
banks and at present price levels must be 
eliminated by foreclosure and _ liquidation. 
The result of such liquidation would be con- 
tinued pressure both on the real estate and 
security markets with even greater credit 
strains than we now face. We must face 
the fact that unless prices soon go materially 
above present levels they must inevitably go 
substantially lower. 


New Emergency Powers of Federal Reserve 
the First Direct Attack 

The bill just presented by the Administra- 
tion and Senator Glass for expanding the 
emergency powers of the Federal Reserve 
Banks is thoroughly constructive. In fact, 
it is the first direct attack on the credit 
problem and the only one which holds out 
hope of success in handling this deflation. 
It is regretable that it should have been 
necessary to hedge it about with so many 
restrictions. The limitation of part of the 
provisions to one year is unfortunate and the 
provision that no aid can be given to any 
bank without the approval of six members 
of the Federal Reserve Board is cumbersome 
and may turn out to be seriously bad be- 
cause of the delays involved in it. Further 
limitations of a serious nature, particularly 
the limitation which restricts the powers of 
the Reserve banks so that they can aid only 
small banks, have been inserted in the com- 
mittee report. 

Surely the Federal Reserve Banks acting 
under general rules laid down by the Board 
can be trusted to deal soundly with credit 
problems, and the important thing above all 
others is to stop bank failures large or small. 
Quick decisions are needed. It should not 
be necessary to approach such questions apol- 
ogetically. Nevertheless, if this bill is enact- 
ed and then boldly administered we have a 
large part of the necessary foundation on 
which we can build. 


Problem Chiefly Psychological 

There can be little doubt that the return 
of confidence, widespread through our whole 
people, the granting of emergency powers to 
the Federal Reserve Banks and the resump- 
tion of normal lending activities by our banks 
coupled with rising prices for securities and 
commodities generally will rapidly bring in 
buyers in large numbers. Many members, 
both timid and wise, from this psychological 
group of lost customers will begin to resume 
their normal relationship to business. On the 
other hand, if these things do not happen, 
more and more of this and other groups will 
through the collapse of their finances be un- 
able for a long period of time—many of them, 
permanently—to resume their customary 
function as buyers. 

The whole question whether a_ proper 
amount of expansion of credit will turn out 
to be politically possible is yet in the range 
of prophecy. There is danger that com- 
promises will be made in the Administration’s 
program to meet the views of the deflationists 


(Continued on page 249) 
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WHAT SHALL WE DO WITH OUR TRUST SECURITIES? 


A COMPOSITE OF EXPERT AND SEASONED JUDGMENT 


JOHN E. BLUNT 
Vice-president, Continental Illinois Bank and Trust Company, Chicago 


(Eprror’s Note: Trust company people will read this discussion of trust investments 
with avidity and profit. What to do with trust securities that have depreciated materially 
in market value; that have lost or are threatened with loss of legal status and where the 


future is shrouded in obscurity? 


Such are questions agitating every trust officer. 


Mr. Blunt, in his admirable paper at the recent Mid-Winter Trust Company Conference 
in New York has bravely attempted to answer some of these pressing questions with the 
aid of a dozen or more of friends in other trust companies and men of sound judgment 


and experience in trust matters.) 


T the risk of covering familiar ground, 

I would like to go back and review 

some of the things that have brought 

us up, or rather down, to the present situa- 
tion. 

The crash of 1929 was considered a great 
calamity, but if this had been the end of 
the decline, our problems would have been 
simple. In many instances we lost an oppor- 
tunity to sell out our high-priced stocks, and 
had we done so and converted the proceeds 
into short-term United States Government 
bonds, the principal of many of our trusts 
might have been increased. But in the ma- 
jority of cases the securities had been bought 
at lower prices, and the stock market crash 
had very little effect on the actual incomes 
of most of our beneficiaries. In 1930, and 
even in 1931, incomes were not seriously cur- 
tailed, but in 1932 the effects of the situa- 
tion will be manifested more fully, and many 
of our beneficiaries will find their incomes 
materially reduced. From our standpoint, 
the developments of 1931 were far more seri- 
ous than those of 1929, and we are facing 
the most critical period within our memory. 


New Picture as to Suitable Trust Investments 

Let us stop for a moment and take an 
inventory of the present situation. Not one 
class of the securities long considered suit- 
able for trust investment has escaped the 
effects of present conditions. The goodness 
of the United States Government bonds can- 
not be questioned, but some of the issues put 
out within the past year have declined fif- 
teen points. 

For years we have been accustomed to re- 
gard the municipal bonds of our larger com- 
munities as second only to those of the gov- 
ernment; but reckless spending, resulting in 


a large increase in indebtedness, has changed 
this picture. Taxpayers are unable or un- 
willing to pay, and many of our municipali- 
ties are facing a crisis. That Cook County, 


Illinois, with three and a half millon people, 
would actually default seems almost incred- 
ible; and who would have dreamed a year 
ago that New York City would be obliged 
to pay 6 per cent to float a short-time loan, 


and that its long-time bonds would sell down 
in the 70's? 

Who would have thought that many of our 
railroad bonds quoted close to par a year 
ago would drop to anywhere between 17 and 
50, in spite of the fact that they are still 
paying interest? Many foreign government 
bonds, strongly recommended by our leading 
banks and investment houses a few years 
ago, are now Selling at a fraction of their 
issue price. 

The action of the stock list marketwise is 
familiar to all. The drastic declines, and 
especially the passing and reduction of divi- 
dends on stocks of our leading railroads and 
industrial concerns, are serious matters to 
us. A few of our railroads have passed their 
dividends for the first time in over fifty 
years. 

Real estate mortgages, which have had 
a most enviable record and have been most 
desirable for certain classes of trusts, are 
feeling the effects of the unemployment situa- 
tion and defaults are beginning to occur. 
Even though there may be no ultimate loss 
in the better loans, the suspension of income 
will be a serious inconvenience. 


Anticipating a Future Shrouded in Obscurity 

While I doubt if any of us expected the 
severity of the decline, we may have in a 
measure anticipated a part of it and en- 
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deavored to protect ourselves, but here we 
were faced with the practical difficulty of 
earrying out our decisions. To illustrate 
the point. We may have decided that it was 
advisable to sell a certain issue of bonds. 
This decision may have been reached on re- 
eeipt of some unfavorable statement, or pos- 
sibly after the recommendation of one of the 
investment services. We may have $100,- 
000 or even $500,000 of these bonds scattered 
in twenty or one hundred different trusts. 
At the time the bonds may have been quoted 
at 70. This information, of course, was not 
for our exclusive benefit, but other trust 
companies and individual investors received 
it at about the same time, and some of them 
at least came to the same decision. 

By the time a comparatively small portion 
of our bonds had been sold the market had 
dropped to 50, and our attitude toward the 
bonds at 50 might be entirely different from 
when they were selling at 70. It was im- 
possible to distribute the sales equitably, so 
a few of our trusts may have benefited 
while the majority did not. Where co-trus- 
tees or others had to be consulted, by the 
time an answer had been received, frequently 
the price had declined so far that negotia- 
tions had to be taken up anew. 

In other words, what we formerly regarded 
as investment management has now been 
transferred to the realm of speculation, and 
we are spending much of our time trying to 
anticipate a future shrouded in obscurity. 

Someone may answer that we should look 
at intrinsic values rather than market quo- 
tations, but just what “intrinsic value” is 
no one ean tell. A railroad may have a valu- 
ation four times the market price of its 
bonds, but if it isn’t earning its fixed charges, 
the consequence may be a receivership, and 
a bondholder, after receiving no income for 
Several years, may come out of a reorganiza- 
tion as a stockholder. 


Getting out of the Present Dilemma 


I have endeavored to describe the present. 
conditions and what has led up to them. 
What we really want to know is what we can 
do to meet them. What shall we do with 
our depreciated securities? ‘Three courses 
seem to be open to us; namely: 


1. To carry them through with the hope 
that they will sooner or later regain at least 
part of their former values. 

2. To sell them out and reinvest in unques- 
tionably high-grade securities. 

3. To sell and replace with other low- 
priced securities which seem to have a better 
prospect for appreciation and continuation of 
interest or dividends. 
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I took occasion to write to a dozen of my 
friends in other trust companies to ask what 
policy was being pursued by them. ‘The 
replies to the first question were practically 
unanimous—that, having carried supposedly 
good securities down to the present low level, 
if such it may be termed, in the majority of 
cases it is better to carry them through. 

This, of course, is a very general state- 
ment; no rule can be laid down, as each case 
must be considered on its individual merits. 
A trustee is in a different position from that 
of an individual; he does not sell a security 
simply because he thinks it is going down 
and he may be able to repurchase it ten 
points lower. Looking back upon past de- 
pressions, we can all see that we have car- 
ried many securities through with ultimately 
good results. 


Stocks Which Should Be Held 

Today our problems are unusually com- 
plicated, and we have them all the way down | 
the price scale. There are still many securi- 
ties that are not giving us much concern 
even though they have declined somewhat in 
value. Nevertheless, we are watching them 
to see that they do not slip into the doubtful 
elass. There are others where the margin 
of earnings has fallen off somewhat, but 
where coverage is still sufficiently large to 
warrant the belief that interest or dividends 
will be continued. It hardly seems wise to 
sell these at their present prices, which may 
be as low as the 70’s. At the other extreme, 
we have a large number of securities selling 
at prices where the salvage would be so small 
it seems to retain them in the hope that 
some of them will survive. 

Then we find many stocks selling at, say, 
between 5 and 25, of companies in excellent 
financial condition which may have passed 
or reduced their dividends, but in no danger 
of receivership, and which on a return to 
normal conditions would show handsome ap- 
preciation. Uuquestionably, these stocks 
should be held. 


It is perhaps the securities selling between 
30 and 50 that present our greatest problems. 
Here are included second-grade railroad 
bonds, land bank bonds, foreign bonds and 
some preferred stocks, most of them still 
paying interest or dividends, but whose fu- 
ture is extremely uncertain. We face not 
only the possibility of loss of income, but 
the complications arising from receiverships. 
There is possibility of further decline, and 
still some chance of salvage. There is noth- 
ing to do in these cases but give each situa- 
tion intensive study, weighing the possibili-: 
ties one against the other, and endeavor to 
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come ‘to a decision, realizing that we don't 
know just what the future has in store for 
us. It is difficult today to find any satisfac. 
tory measuring stick. Assets mean very little 
unless they are accompanied by earnings, 
and probability of continued or improved 
earnings is difficult to determine. 


When Trustees Tread Upon Dangerous 
Ground 


In the answers to the second and third 
questions, I found some difference of opinion 
among my trust company friends. I should 
say that about one-third of them felt that 
under all circumstances the proceeds of sale 
should be reinvested in high-grade securities 
such as would be bought if new cash were 
being invested. The majority, however, and 
I am one of them, believe that under cer- 
tain conditions we are justified in investing 
in another low-priced security which, after 
careful consideration, we feel has better pros- 
pects for both appreciation and continuity of 
income than the one sold. I think we all 
realize that in doing this we are treading on 
somewhat dangerous ground and may be 
jumping from the frying pan into the fire. 

Trustees are generally authorized by law 
or by instrument to retain the securities re- 
ceived originally, though not exempted from 
using due diligence in their retention; and 
if the new security should prove to be an un- 
wise investment, we would probably not be 
in as good position as if we had retained the 
old. I do not like the term “switching” ; 
these transactions should always be consid- 
ered in the light of a sale and a purchase, 
and should be made only where the kind of 
security purchased is covered by authority 
given in the instrument. The consent of co- 
trustees should always be obtained, and in 
many cases donors or beneficiaries consulted. 
The income requirements of the beneficiary, 
Size of the trust and tthe mature of the other 
investments should also receive careful con- 
sideration. A full record of the reason for 
the sale and purchase should be made. I do 
not know of any legal decisions covering 
transactions of this kind, and I think we 
shall have to rely on our having exercised 
due diligence and prudence. All of us have 
inherited accounts containing an excessive 
amount of a single stock, and in such cases 
the distribution of 'the risk among a num- 
ber of stocks of about the same or better 
grade would seem to be a wise move. 


A Jigsaw Puzzle 
Up to about the middle of last year the 
sentiment still prevailed in some quarters 
that this might not, after all, be a major 
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depression, that we would wake up some 
morning and find that the tide had turned. 
Others may have felt that while no change 
for the better was in sight, conditions could 
not get much worse. In 'the last six months 
hope seems to have disappeared, and many 
transactions have been dictated by fear 
rather than judgment. 

This is no time to lose our courage. The 
bill just introduced liberalizing the redis- 
count privileges in the Federal Reserve Bank 
may bring about a change in sentiment and 
mark ‘the beginning of the recovery, but this 
ean not be determined until later. Our fi- 
nancial structure has gone through a catas- 
trophe which may be likened to an earth- 
quake or a fire. This year will be devoted 
to cleaning up the debris, and we will then 
have a substantial foundation on which to 
build a new structure more enduring than 
the last. 

Looking back, we have made mistakes, and 
have fallen short of the goal which we would 
like to reach. However, if we can judge by 
the character of the estates and trusts that 
are constantly coming into our hands, we 
have done an infinitely better job than has 
the average individual who attempts to han- 
dle his own affairs. The world seems much 
like a jigsaw puzzle, with innumerable pieces 
scattered about, on end and upside down. 
Some day the pieces will find their proper 
places and will again be reassembled into 
a recognizable whole. 


eo a & 
MICHIGAN FREE FROM ANY TRUST 
LOSSES 

In amplification of his reply to the sympo- 
sium on “Safety of Trust Funds,” which ap- 
peared in the January, 1932 issue of Trust 
CoMPANIES, W. A. Smith, examiner in charge 
of liquidation of the State Banking Depart- 
ment of Michigan, writes to TRUST CoMPANIES 
as follows: 

“I beg to advise that there have been no 
losses in banks closed by this department 
which had trust powers, or were acting in 
a fiduciary capacity. We have closed two 
banks within the past year having trust pow- 
ers, but one reopened within a very few 
weeks. In the case of the other bank having 
such powers, the moneys in such trusts were 
deposited under our law in another bank 
and therefore remained intact. This bank 
is being liquidated, but we have already 
made application to the District Court to 


-have a successor trustee appointed.” 
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ERAS, OLD AND 


NEW 


DEVELOPING A NEW MORAL CONSCIENCE IN 
INTERNATIONAL AND DOMESTIC AFFAIRS 


THOMAS C. HENNINGS 


President of the Trust Division, American Bankers Association and Vice-president Mercantile-Commerce 
Bank and Trust Company of St. Louis 


(Epitror’s NOTE: 


Mr. Hennings supplied the motif for genuine and virile American 


leadership in the midst of prevailing economic chaos and business reverse in his address 
as chairman of the banquet which furnished the climagr to the recent Mid-Winter Trust 
Company Conference in New York. A significant passage in his stirring address was the 
warning that if the leadership which proudly talked of New Eras and Blue Chip stocks, 
continues to default on the job, it may find that leadership will fall into new hands setting 
up an entirely new system of economics.) 


OOKING beyond the mechanics of trust 
administration, let us consider some of 
the fundamental factors which exert 

a far-reaching influence upon the great fidu- 
ciary organizations of the nation—factors 
which affect both the present and future in- 
tegrity of investments held by corporate 
fiduciaries, insurance companies and savings 
banks. 

Realizing as we do that these investments 
depend not only upon the economic condition 
of this country but of the entire world, it 
becomes our duty to seek all the enlighten- 
ment possible upon economic issues. Any 
factor which disturbs the flow of credit af- 
fects these institutions which compose the 
largest group of investors in the world. 
America cannot avoid having her influence 
penetrate to the four corners of the globe. 
The financial and commercial intercourse 
which we have established with all people 
has brought us to a commanding position—a 
position of world leadership. 


Developing an International Conscience 


We have wealth; wealth means power; 
and power is responsibility, and wealth, 
power and responsibility often becomes ty- 
rannous, but at times tyranny has a suffi- 
ciently developed moral conscience to under- 
stand that while it is great to have a giant’s 
strength, it is cruel to use it as a giant. 
We must have that thought in mind in our 
dealing with countries less fortunate than 
ourselves. We must have men who bring to 
international as well as national problems a 
high quality of intelligence. As world lead- 
ers we must develop a better understanding 
of international life and better machinery 


for employing the best characters on inter- 
national problems. 

The past decade has been filled with sig-— 
nificant action for Europe ‘and America. 
Walter Rathenau, one of the ablest German 
economic statesmen and Foreign Minister, 
predicted in 1921, shortly after the Treaty 
of Versailes, that the Peace Conference un- 
dertook to Europeanize the Balkans; that 
the next decade would observe that the re- 
sult would be the Balkanizing of Europe, 
and if Balkanizing means discord, eternal 
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suspicion and unending hate, then Europe is 
thoroughly Balkanized. So much for the 
prospect ; now the retrospect from the Ameri- 
can viewpoint: James Truslow Adams in the 
“Epic of America” says that the last decade 
has been one of liquidation. Harding liquida- 
ted the war; Coolidge liquidated the scandals 
of the Harding administration; and Hoover 
is liquidating the Coolidge prosperity. 


Gold Standard and the American Dollar 

We have the greatest supply of natural 
resources of any nation in the world. With 
over 40 per cent of the gold in existence 
we have become the principal creditor nation 
of the world. The business of the world 
today is generally priced in dollars and with 
the dollar as the world’s unit of value we 
are gradually becoming the world’s bankers. 
Nations going off the gold standard are too 
common to worry about. Within seven years 
we were the only strictly gold standard na- 
tion in the world. Even if France should 
elect to go off the gold standard, which is 
not likely, our dollar would still be the best 
money in the world. That prestige was 
worth at least one half billion dollars an- 
nually to England, the advantage should pass 
to us. 


Taking our lesson from the economic dis- 
turbance, we are stabilizing commodity prices 
reducing the cost of living and are awakened 
to an increased willingness on the part of 
the public to face realities and on the part 
of the wage earners in many industries to 
cooperate in wage adjustments. We realize 
that prices cannot be artificially stabilized. 


Taking Stock of the American Economic 
Household 


In taking stock of ourselves we must care- 
fully estimate our opportunities against our 
capacities. We have huge potentialities in 
our home markets to supply the needs of 
one hundred and twenty-two million people, 
who are gauged to a high living plane only 
temporarily checked. The mere replacement 
demand from that source represents a huge 
volume of trade although there has been 
keen disappointment on the part of many 
that the promised chicken in every pot, 
when taken from the pot turned out to be 
crow; that two cars are not to be found in 
every garage, and that property has not been 
abolished. 

We have all learned that the “New Era” of 
industrialism will not be presently obtained, 
that political and financial processes cannot 
set up a new economic system contrary to 
the principal established by the elder politi- 
cal Economists headed by Adam Smith, that 
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all wealth comes from the soil, that no sys- 
tem of stock speculation encouraged by fin- 
anciers who, while not claiming, did not 
deny superhuman wisdom, can operate con- 
trary to the law of supply and demand. The 
prosperity of this country will not be on a 
sound basis until the products of the soil 
and of our mines and forests can be produced 
on a profitable basis. Likewise we may wit- 
ness further readjustment of wages, more 
economy in government and more scientific 
taxation. 


We cannot ignore economic facts. A tariff 
which overreached itself for our European 
debtors cannot sell us goods. We know that 
the only increase has been in inability to ar- 
range international settlements, in loss of 
trade, in commercial strife and provoked re- 
taliation. We have lost export trade which 
is felt more keenly by staple products such 
as wheat, cotton and corn, which depend on 
foreign markets to absorb our surplus. It 
will take a wiser man than I to explain, how 
the account is to be balanced if international 
debts are not paid in goods and most of our 
debtors have no gold. How, with Europe ow- 
ing us eleven billion and only five billion in 
gold in Europe, is there any other way in 
which we can be paid than in goods? 


A New Type of Leadership Coming 
While we have had losses, the greatest loss 
has been the public lack of confidence in our 
leaders, political, financial and _ business. 
There is the opinion that some of those who 
were most aggressively organizing great 
mergers, who were blazing the way into new 
financial fields, who talked much of the New 
Era and Blue Chip stocks, have lain down 
on the job and are permitting things to take 
their course and are making no effort to 
man the ship. They fail to realize that un- 
less those who represent the great interests 
of the country do not take the lead at this 
time, and at once, such leadership will fall 
into the hands of others, who may attempt 
to set up their idea of an entirely new sys- 
tem of economics which will have little or 
no regard for the so-called capitalist system. 
We may find that we are all a part of a ma- 
chine developing a five-year plan. 

We hear much discussion about national- 
ism and opposition to entangling alliances 
with foreign nations. Whether we desire it 
or not we are closely tied up with the pros- 
perity of the nations of the world. While 
we are not officially a member of The League 
of Nations or The World Court, we are in 
fact a member of a World League and a 
World Court. 
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Gime, Che Mysterious 


Years pass slowly for the child, but men find their progress 


incredibly swift. 


The poet who said “age creeps up- 
on us ere we are aware’ knew 
what he was talking about. 


This being true, men of middle age 
or younger should provide a 
competency to assure their in- 
dependency in old age. 


Ask The Prudential Man How! 
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International Obligations 

Our vast investments in foreign countries, 
branches of our banks, manufacturing plants 
and merchants active in many countries of 
the world, our ships sailing the seven seas 
laden with cargoes of our manufacturers and 
our merchants, our aircraft flying all over 
the world, and our nationals resident in many 
climes, place us firmly as a world power, 
whether we desire the responsibility or not. 

We now enjoy the prestige that was Eng- 
land’s for the past two hundred years as 
the world’s banker and the world’s merchant. 
For two centuries she has been in the place 
of command in business and finance, and 
she has held her power and maintained it 
against assault by her moral force, and 
business integrity. While there may be just 
criticism of her imperialistic attitude and 
her treatment of subject peoples, her mer- 
chants, industrialists and bankérs have al- 
ways maintained the highest ethics in their 
contact with others. English fair play in 
business and sports has always meant the 
highest standard of decency and fair dealing. 
She has been fortunate in being able to com- 
mand as the leaders of all activities at home 
and abroad the best intelligence and ability 
that was needed at the particular time, and 
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woe be it to the Briton high or low who 
violates that code. 

The men who have led England during her 
golden age are as well known to us as our 


own. ‘They have never faltered but carried 
on, notwithstanding reverses, but always 
learned lessons from adversity even though 
destiny has been and now is rough with her. 
In the past, it has been her good fortune to 
move on to greater accomplishments. 


Problems of the Machine Age 

England began to lose prestige when her 
leaders lost the confidence of the people. 
She began to fail before the war; but the 
war finished the older order. Had she a 
social conscience, had she considered the 
rights of people as well as the income from 
machines, she might have avoided many of 
the social disturbances afflicting her body 
politic. 

We may be glad that many of our indus- 
trialists do now and have for some time 
past given thought and consideration to the 
human factor in industrial progress. ‘The 
machine age has created conditions which 
require the best thought of those respon- 
sible for leadership in our business life. 
Those who arrogate to themselves positions 
of far-reaching influence must either lead or 
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produce leaders who have constructive plans. 

We have the men, the resources and the 
technique but we seem to lack an organiza- 
tion with a national and international mind 
on a par with the British hegemony during 
her financial and industrial leadership. We 
must follow the leadership of the type of 
men this country has sent to Europe in the 
last decade to attend conferences political 
and financial and develop others who have 
like ability to carry on. 


Saner Conception of Human Values 
It is the duty of each of us, irrespective of 
our vocation, to participate to the fullest ex- 
tent possible in the management of our goy- 
ernment and in the solution of the many 
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problems which face our people. We must 
not shirk our duties but we must face the 
future with minds alert and filled with re- 
newed hope and courage. We must put 
our shoulders to the wheel willingly and en- 
thusiastically, with a stern realization that 
our problems must be seen and met in their 
broader aspects as they affect not only 
America but the world at large. Modern 
business can best survive and carry on when 
the people possess a saner and surer con- 
ception of real values in life. We as citizens 
and bankers must take our part in promoting 
this better understanding and welcome the 
opportunity, for by doing so our national 
prestige will be enhanced and our moral in- 
fluence felt throughout the world. 


2% °, 2, 
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SAGE ADVICE FROM AN OLD-FASHIONED FATHER TO HIS 
TROUBLED SON 


Old-fashioned advice, generously leavened 
with humour is what the world needs today 
rather than seeking new nostrums, legisla- 
tive fiat or expecting miracles to happen. 
These qualities may be found in the following 
letter written by the Rev. Alfred Brittain, a 
retired Episcopal minister residing in Stam- 
ford, Conn., to his son who is vice-president 
in the loan division of a metropolitan bank : 
Dear Son: 

“Your letter greatly interested me. I can 
see what a tough time you fellows are having. 
The only consoliation I can offer you is the 
thought that you would be worse off in jail 
or amongst the Japanese in the Manchurian 
trenches or in the hospital with a broken leg 
or standing in a bread line or having to make 
a speech or sing a song in public when you 
have nothing to say and can’t sing. Oh, 
there are a thousand ways in which we might 
be worse off. Just the same we surely are 
going through most perilous times. But the 
world has gone through worse and the sun 
has come out again and life has gone on. 
Did you ever read about the Black Death or 
the Hundred Year’s War in Europe? * * * 

“T remember once when your grandfather 
Tibbals lost four hundred dollars in a bad 
loan. It meant a lot in those days. Some- 
body was pestering him with lamentations. 
He said, ‘You haven't heard ME, squeal, have 
you? Fine old fellow! Well, son, I figure 
it this way—you and I have enough to eat 
and a house to live in. There are a hundred 
million other people in this country. Of 
course, most of them are awfully stupid and 
are just going around in silly circles and 
hollering and there does not appear to be 
any Moses to lead us to the Promised Land. 


But we don’t need any other land and the 
promises are inherent in the situation and 
do not depend on politicians or bankers. These 
hundred millions are going on eating and 
wearing out clothes and needing houses and 
automobiles and everything else. Also, we 
have plenty of resources by which these 
things are going to be supplied and the ‘Cap- 
tains of Industry’ have just enough intelli- 
gence and initiative to keep up the supply. 
So we shall go on living and making and 
buying and selling so that soon we shall 
either find things adjusted or we shall be 
adjusted to things as they are. I don’t sup- 
pose I shall ever get back the money I mer- 
rily ‘invested in 1929. Anyway I am happy 


and intend to stay so as long as possible. 
* ke e * 


“The worst feature of the situation to my 
mind is the fact that Congress is ‘setting.’ 
They wowt hatch anything. If they would 
only sit and go to sleep then there would 
be hope in that. About the most foolish 
thing I know is picking on Hoover. Why 
should he be expected to devise some miracu- 
lous scheme by which prosperity might be 
brought back over night? If he had such 
a device it would not be worked. God, Him- 
self, might propound such a plan but if He 
were either a Republican or a Democrat the 
other side would viciously oppose Him. No 
—things must work out of themselves and 
they will. Probably many heads will fall 
and not the right ones. That is how it goes. 
When the people are in a state of mind they 
just hit the biggest heads whether those of 
friend or foes. Then they calm down, clear 
up the mess and go to work, * * *” 
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Serving the Great-great-grandchildren 


of its earliest clients 


February 28th of this year marked the 
one hundred and tenth anniversary of 
the founding of CITY BANK FARMERS 
TRUST COMPANY. Chartered in 1822, 
the first trust company in America, 
it has on its books today the names of 
direct descendants of some of its earliest 
clients... heirs of historically famous 
American estates which this trust com- 
pany helped to conserve and develop. 





Over such a period of years, a trust com: 
pany prospers only as it is successful in 
managing the property of its clients. 
The continuous progress of CITY BANK 
FARMERS TRUST COMPANY through 
more than a century measures the sound- 
ness of its policies in administering the 
estates and funds entrusted to its care. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
22 William Street, New York 


“Engaged in trust business solely ... the care and management of the property of its clients” 
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The Manhattan Company Building 
40 Wall Street, New York 


Increased facilities for service 


By means of a correspondent relationship with the Bank of 
Manhattan Trust Company, banks and trust companies 
throughout the country can supplement their own facilities 
and bring to their customers the complete financial services, 
large resources and world-wide connections of The Man- 
hattan Company group of financial institutions. The ser- 
vices of each of these companies which are specialists in their 
particular fields, are available to all customers of this bank. 





Bank of Manhattan Trust Company NewYork Title & Mortgage Company 


Domestic Banking and Trust Service Guaranteed Mortgages and Certificates 





International Acceptance Bank, Inc. National Mortgage Corporation 
Foreign Banking National Title and Mortgage Service 


BANK OF MANHATTAN TRUST COMPANY 


MAIN OFFICE: 40 WALL STREET, NEW YORK 80 OFFICES IN GREATER NEW YORK 
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ATTITUDE OF THE BAR TOWARD CORPORATE 
FIDUCIARIES 


MAINTAINING INDEPENDENCE OF THE LEGAL PROFESSION 


JOHN G. JACKSON 


of the New York Bar and Chairman of Special Committee on Unauthorized Practice of the Law, 
American Bar Association 


(Epiror’s NOTE: 


Mr. Jackson presents a sincere and forceful plea for enlightened 


cooperation, rather than antagonism or competition, as the pathway toward fostering 
mutually helpful relations between corporate fiduciaries and the legal profession. He 
appeals for aid in raising the standards and im preventing the legal profession from 
becoming commercialized. He renders due tribute to the services and the place occupied 


by corporate fiduciaries in our modern economic and social systems. 


Mr. Jackson, in his 


address which was one of the features of the recent Mid-Winter Trust Conference in 
New York, emphasizes as the proper approach to the solution of the lawyer-trust com- 
pany problem, that the interests of the public must govern. ) 


HE position of the Bar toward cor- 

porate fiduciaries, according to some 

of my brothers at the Bar, should be 
in line with the method adopted in Japan in 
the year 457 B. C. James G. Smith in his 
book on trust companies tells us that in that 
year a group of the Mikado’s subjects formed 
an association to conduct the business of 
managing and settling estates of wealthy 
Japanese. However, the leaders were rounded 
up and beheaded, the claim of celestial jus- 
tice being that such a group could not have 
a conscience and therefore was unfit for such 
responsibility. A circular recently issued by 
a New York trust company replied to this 
historical solution of our problem by quoting 
from Shakespeare’s “Henry VI” where Dick 
said to Cade in proposing certain reforms in 
government, “The first thing we do, let’s kill 
all the lawyers.” 

Before, however, resorting to either of 
these extreme methods, we might examine 
the nature of this controversy and see if it 
is not susceptible of a less drastic solution. 


Expressed Attitude of the Bar Association 


Perhaps the most important thing in seek- 
ing the settlement of a controversy is to 
ascertain the attitude in which the parties 
approach the problem. The lawyers’ attitude 
is, I believe, fairly expressed in the report 
of the committee of the American Bar Asso- 
ciation on the Unauthorized Practice of the 
Law submitted at the annual meeting in 
1931 It read in part: 


“The committee is glad to note that in 
various parts of the country, and particularly 


in the large cities, conscientious and sincere 
efforts have been made and are being made 
by bar associations on the one hand and 
corporate fiduciary associations on the other 
hand to establish by agreement, their proper 
respecte fields of activity. Such coopera- 
tion should be welcomed and encouraged; 
and this committee, in that belief, conferred 


JOHN G. JACKSON 


Chairman of the Special Committee on Unauthorized Prac- 
tice of the Law of the American Bar Association 
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256 BROADWAY 
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3 NEW YORK 


James A. Futon, President 


The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
ously served and protected through the creation of Insurance Trusts. 


with the Committee on Cooperation with the 
Bar of the Trust Company Division of the 
American Bankers Association at its meeting 
in Washington. We believe that conference 
made for progress toward a mutual under- 
standing of the respective problems of the 
two associations upon the basis of a proper 
recognition of their respective rights. The 
members of the Bar must recognize the place 
of the trust company in the country’s eco- 
nomic structure and the trust companies 
must recognize the necessity of the lawyer.” 


Since that report was filed this same Com- 
mittee of the American Bar Association has 
prepared and sent to every Bar Association 
in the country a circular letter which repeats 
with its approval the substance of the circu- 
lar letter on the rights of the banks and 
trust companies and of the lawyers sent to 
fiduciaries by your own Committee on Co- 
operation with the Bar, and also of the re- 
marks of M. P. Callaway in the address 
which he was good enough to make at the 
open meeting of the American Bar Associa- 
tion Committee at Atlantic City last Sep- 
tember. The circular further states that, be- 
fore resorting to litigation or seeking legis- 
lation, controversies with fiduciaries should 
be submitted either directly or through the 
American Bar Association Committee to your 
Committee on Cooperation for the purpose of 
seeking through conference an amicable and 
fair adjustment. 


Interest of Public Paramount 

These public statements are not just empty 
gestures—each one expresses the belief of 
those most actively concerned with the rela- 
tionship between the Bar and fiduciaries that 
that relationship should be one of cooperation 
and not one of competition. The very title 
of your Committee on Cooperation with the 
Bar shows this to be the attitude of your 
association and I can assure you that it is 
also that of the Bar Association Committee. 








From such an attitude then, let us con- 
sider this relationship and the proper func- 
tions of each of the parties. The point of 
departure for such consideration is, in my 
judgment, the interest of the public for 
neither lawyers nor corporate fiduciaries will 
continue to exist and reasonably prosper save 
as they each fulfill some public need. 


How Fiduciaries Serve the Public 

What then do fiduciaries offer to and how 
best do they serve the public? As I see the 
answer to that question it is that the pur- 
pose of a corporate fiduciary is to hold, pro- 
tect and administer accumulated capital. I 
do not need to emphasize to you the enor- 
mous and growing responsibility involved in 
the discharge of these duties. The institu- 
tions you represent increasingly control the 
welfare and happiness of widows, orphans 
and charitable institutions. Through owner- 
ship of stock held in trusts and estates, fidu- 
ciaries have an increasing voice in the man- 
agement of many great industries and doubt- 
less control of some. It is my observation 
and experience that these duties are admin- 
istered by high minded, able and conscien- 
tious men selected and appointed in the full 
realization that the business of a corporate 
fiduciary, to be successful, must be so con- 
ducted as to inspire respect and confidence. 
Trust departments so conducted are invalu- 
able to the community and never more so 
than in dealing with the difficult and com- 
plicated problems of administration and in- 
vestment which exist today. There can be 
no doubt that the Bar as a whole recognizes 
that this is the fact. 


Preparation of Wills and Trust Instruments 

Are not these problems and duties sufficient 
without a fiduciary taking on in any degree 
the further responsibility for the prepara- 
tion of wills and trust agreements, regardless 
of the fact that so doing is undoubtedly prac- 
ticing law, and regardless of the divided 
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loyalty which undoubtedly exists when a 
fiduciary undertakes the preparation of such 
papers. The question seems to me to answer 
itself. 

It is often said that a prospective testator 
or trustor either through motives of economy 
or because he has no lawyer requests or even 
demands that the fiduciary prepare his will 
or trust. I can see no force in such argu- 
ments. The preparation by a corporate fidu- 
ciary of such documents is either right or 
wrong as a matter of principle and not as a 
matter of expediency or economy. Any trusf 
otticer sufficiently able to discharge the diffi- 
cult problems of administration committed to 
him must likewise be able to demonstrate to 
a customer the need and the advantage of 
independent counsel and how one may be 
secured. So much for the fiduciaries’ field of 
service. It is too well known to all of you 
to permit of further elaboration by me on 
this occasion. 


Maintaining an Independent Bar 

Let me now consider the subject from the 
point of view of whether or not it is in the 
interest of the public and so in the interest 
of your institutions that the lawyers of the 
country should constitute as a whole an inde- 
pendent Bar of high character? If the answer 
to this question is yes, then it is clearly your 


duty to contribute your help toward main- 
taining such a Bar. If you answer the 
question “no,” then equally clearly the inde- 
pendent Bar and the fiduciaries are on a 
competitive basis and we can throw aside as 
an empty gesture any attempt at cooperation 
or to peacefully solve the controversial situa- 
tions which from time to time arise. 


I assure you that it is by no means aca- 
demic to suggest that you should lend your 
support to the maintenance of an independent 
Bar. Last year the American Bar Associa- 
tion Committee on the Unauthorized Prac- 
tice of the Law conducted a survey of un- 
authorized practices throughout the country 
and reported that it found that “beyond ques- 
tion unauthorized practices were general and 
were increasing throughout the country ex- 
cept in the rural districts.’ The committee 
found that title companies were handling 
legal matters relating to real estate, that 
collection agencies and credit associations 
were caring for matters involving debtor 
and creditor law, bankruptcies and assign- 
ments, that Service Corporations had been 
organized to care for the legal requirements 
of their members in fields promising finan- 
cial profits such as taxation, automobile ac- 
cidents and conditional sales, that corpora- 
tion companies were organizing corporations 
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Ancillary 
Administration 


Anywhere in Florida 


Together With Complete Trust Service 


Central Farmers’ Trust 
Company 
West Palm Beach 


The Largest State Trust Company 


in Florida 


and—yes—banks and trust companies were 
drawing wills and trust agreements and han- 
dling probate proceedings. 


Encroachments on Legal Profession 

In 1930 the Cuyahoga County Ohio Bar As- 
sociation sponsored twenty-eight court pro- 
ceedings brought to enjoin the practice of 
law by lay organizations in Cleveland. Up 
to January 29th of this year twenty-three of 
these cases had been brought to a successful 
conclusion in the trial courts and injunctions 
issued, five had not been tried and only three 
were then on appeal. The evidence showed 
that the membership in fourteen of these law 
practicing organizations exceeded 81,000 and 
their annual income was over $1,900,000. 
None of these particular fourteen defendants 
was a bank, trust company or title company. 

If it is suggested that fiduciaries should 
be an exception to the proposal I have made 
we will have the exceptions destroying the 
rule—for the reasons which will be advanced 
to support a claim that fiduciaries should be 
allowed to practice law will apply as well to 
other lay organizations. Is it not for the 
most important and powerful of the groups 
to which I have referred to set an example 
rather than seek to be made an exception to 


a rule the general application of which they 
support? 

If then you will accept my statement and 
belief that the profession of the law is being 
encroached upon ‘by lay organizations as 
never before, let us consider further the 
reasons for opposing these encroachments— 
or better, why it is in the interests of the 
public—and so of fiduciaries—to oppose these 
encroachments. 


Evolution of Law and Social Progress 

We need not discuss whether law is the 
cause of an ordered society or whether an 
ordered society is the cause of law—but cer- 
tain it is that law is the great regulator of 
conduct—the chart for our several courses 
in life and the preventor of conflict. From 
the earliest days of civilization, jurispru- 
dence, judges and lawyers have existed. No 
government has maintained, without them, 
any degree of order or security. In Greece 
advocates at first were allowed only to ad- 
vise out of court, and litigants had to appear 
in person. Later a litigant was allowed to 
be represented in court by an advocate if 
he so desired. In Rome, very much the same 
development occurred. 

In England, it was also true in the early 
days that a party to a lawsuit was not rep- 
resented in court by counsel, although at an 
early period courts permitted litigants to 
appear by a representative. At first the 
courts had the right to name the representa- 
tive, but before long the litigants acquired 
the right to select their own attorney. This 
right resulted in the selection of so many 
ignorant and unqualified attorneys that it 
was provided by Chapter 18 of the Statutes 
of Henry IV (1402) that: 

“Item—For sundry damages and mischiefs 
that have ensued before this time, to divers 
persons of the realm, by a great number of 
attorneys, ignorant and not learned in the 
law, as they were wont to be before this time, 
it is ordained and established, that all the 
attorneys shall be examined by the justices, 
and by their discretion their names put upon 
the roll; and they that be good and virtuous, 
and of good fame, shall be received, and 
sworn well and truly to serve in their offices; 
and, especially, that they make no suit in @ 
foreign country; and the other attorneys 
shall be put out by the discretion of the 
said justices; and that their masters, for 
whom they were attorneys, be warned to take 
others in their places, so that in the mean- 
time no damage or prejudice come to their 
said masters; and if any of the said at- 
torneys do die, or do cease, the justices for 
the time being, by their discretion shall make 
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another in his place, which is a virtuous 
man, and learned, and sworn in the same 
manner as afore is said. And if any such 
attorney be hereafter notoriously found in 
any default, of record or otherwise, he shall 
foreswear the court, and never after be re- 
ceived to make any suit in any court of the 
king. And that this ordinance be holden in 
the exchequer, after the discretion of the 
treasurer and of the barons there.” 

Today, as we all know, the British Bar is 
divided into two bodies, solicitors, regulated 
by statute, who chiefly care for legal matters 
out of court, and barristers, who confine their 
activities to court appearances and opinions 
and who are governed by the well-known 
Inns of Court. 


Learning and Character Required 

In America, in colonial times, lawyers were 
usually appointed by the Governor, and that 
this was not always fortunate is shown by 
one of the early statutes of Virginia. In 
1642, an Act was passed by the Colonial Leg- 
islature “for the better regulating attorneys 
and the great fees exacted by them.” As time 
went on the standards of admission to the 
Bar both of learning and character were 
raised and today they are generally through- 
out the country at the highest point ever 
attained. It may be safely said that the 
raising of these standards is the result of 
efforts originating within the Bar itself. 

I have referred to these matters of his- 
tory to establish that since the earliest days 
it has been found that the practice of law 
can only be safely entrusted to men of spe- 
cial qualifications of character and educa- 
tion and that from the earliest times the 
practice of the lawyer was largely conducted 
entirely outside of courts. Today the greater 
part of the practice of most lawyers is office 
work. It will not be disputed that special 
training and high character are as necessary, 
if not more so, to a lawyer engaged in office 
work, as to one engaged in court work. 


Standards Governing Practice of the Law 

Judge Crane of the New York Court of 
Appeals has pointed this out in the case of 
People vs. Alfani (227 N. Y. 334, 339), where 
he said: 

“A regents’ certificate or college degree fol- 
lowed by three years in a law school or an 
equivalent study in a law office marks the 
course to a Bar examination which must 
jinally be passed to entitle the applicant to 
practice as an attorney. Recognizing that 
knowledge and ability alone are insufficient 
for the standards of the profession, a charac- 
ter committee also investigates and reports 
upon the honesty and integrity of the man. 
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And all of this with but one purpose in view 
and that to protect the public from ignorance, 
inexperience and unscrupulousness. 

Is it only in court or in legal proceedings 
that danger lies from such evils? On the 
contrary, the danger there is at a minimum 
for very little can go wrong in a court where 
the proceedings are public and the presiding 
officer is generally a man of judgment and 
experience. Any judge of much active work 
on the bench has had frequent occasion to 
guide the young practitioner or protect the 
client from the haste or folly of an older 
one. Not so in the office. Here the client 
is with his attorney alone, without the im- 
partial supervision of a judge. Ignorance 
and stupidity may here create damage which 
the courts of the land cannot thereafter undo. 
Did the legislature mean to leave this field 
to any person out of which to make a living? 
Reason says no.” 


Canons of Legal Ethics 
I would like to elaborate somewhat the 
reasons why high character and special train- 
ing are so emphasized as requirements for 
admission to the Bar. They are found in 
the nature of the obligations which he under- 
takes and in the nature of the services which 
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the lawyer is called upon to perform. When a 
candidate for admission to the Bar has satis- 
fied the preliminary requirements of educa- 
tion and character he must now, as for many 
years past, then take his oath of office. 

By this he undertakes to maintain the 
respect due to courts and judicial officers, 
not to maintain any unjust suit nor ad- 
vance other than an honest defense, to main- 
tain the confidence and preserve the secrets 
of his clients and never to reject, from any 
personal consideration, the cause of the de- 
fenseless or oppressed. 

The lawyer is further bound by Canons of 
Ethics which impose high standards of con- 
duct and constant subordination of  self- 
interest to the duties owed to clients, the 
public and the courts. As Judge Cardozu 
recently said in one of his opinions, People 
vs. Culkin (248 N. Y. 465, 470) : 

“‘Membership in the Bar is a privilege 
burdened with conditions’—The appellant 
was received into that ancient fellowship for 
something more than private gain. He be- 
came an officer of the court, and, like the 
court itself, an instrument or agency to ad- 
vance the ends of justice. His cooperation 
with the court was due whenever justice 
would be imperiled if cooperation was with- 
held. He might be assigned as counsel for 
the needy, in causes criminal or civil, serving 
without pay. He might be directed by sum- 
mary order to make restitution to a client 
of moneys or other property wrongfully 
withheld. He might be censured, suspended, 
or disbarred for ‘any conduct prejudicial to 
the administration of justice.’ ” 


Pledged to Maintain Justice 


Let me point out that the lawyer is the 
chief point of contact between his clients 
and the courts—and from these contacts, 
whether in court or in the lawyer’s office, the 
clients receive their impression as to whether 
or not justice is honestly administered. We 
lawyers hold ourselves out to the public as 
competent to advise it in matters of legal 
rights, duties and liabilities and how these 
may be secured or enforced. All of this 
constitutes the accepted process for the ad- 
ministration of justice, and as the lawyers 
do their necessary part honestly, ably and 
wisely, so will justice be maintained on a 
high plane and so will people deal with one 
another with confidence. 


I make no claim that the Bar has attained 
or even approached perfection, but I do 
claim in its behalf sincerity of effort and 
progress toward a more complete fulfillment 
of its duties. At the annual meeting of the 
New York State Bar Association held in 
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January, among the committees to report 
their year’s work were the following: 


Striving Toward Higher Professional Plane 


The Committee on Grievances reported that 
it had dealt with all complaints of laymen 
against lawyers which it had received. So 
far as I am aware, lawyers and doctors are 
the only two self-disciplining professions, and 
lawyers are disciplined for conduct which 
falls far short of coming within the purview 
of the criminal law. 


The Committee on International Arbitra- 
tion reported its efforts to further that cause. 

The Committee on Legal Aid Societies, 
chiefly supported by lawyers, reported on the 
free aid given by lawyers to those of the 
people who were too poor to pay fees. Inci- 
dentally, in over eighty cities of this country 
Legal Aid Societies of this character are 
maintained. 

The Committee on American Citizenship 
reported substantial efforts and real accom- 
plishments in its work of education in what 
American Citizenship means, and its efforts 
to protect American Citizenship against im- 
proper dilution. 

The Committee on Public Defenders re- 
ported that it had made progress in the 
movement to provide poor people brought into 
the criminal courts with able, honest and 
free legal representation. 

The Committee on Legal Ethics reported 
its efforts of enforcement of and education 
in high standards of conduct. 

The Committee on Admission to the Bar 
reported progress in its work to raise the 
standards of education and character. 

You will find these endeavors paralleled by 
Bar Associations generally throughout the 
country, and when Bar Associations are en- 
gaged actively in such work, the sincerity of 
the Bar’s efforts to do its full duty cannot 
be denied. 


Relations of Lawyer to Client 


I have tried to present to you the picture 
of the independent lawyer in the social order, 
his obligations to clients, and his part in ad- 
ministering justice in an orderly manner, 
and why he must be a man of special train- 
ing and approved character. I have tried 
to show that the right to practice law is 
something more than the right to make a 
living in a particular way—that it is in the 
nature of a franchise, carrying with it a 
public interest. If I have at all succeeded 
in presenting to you the picture as I see it, 
you will, I trust, agree that a Bar composed 
largely of corporate employees engaged in 
specialized fields and subject to the control 
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of directors and officers would of necessity 
be disabled from properly discharging these 
duties. As Judge Vann said, in Matter of 
Cooperative Law Company (198 N. Y. 479, 
483) : 

“The relation of attorney and client is 
that of master and servant in a limited and 
dignified sense, and it involves the highest 
trust and confidence. It cannot be delegated 
without consent and it cannot exist between 
an attorney employed by a corporation to 
practice law for it, and a client of the cor- 
poration, for he would be subject to the di- 
rections of the corporation and not to the 
directions of the client. There would be 
neither contract nor privity between him and 
the client, and he would not owe even the 
duty of counsel to the actual litigant. The 
corporation would control the litigation, the 
money earned would belong to the corpora- 
tion and the attorney would be responsible 
to the corporation only. His master would 
not be the client but the corporation, con- 
ducted it may be wholly by laymen, organ- 
ized simply to make money and not to aid 
in the administration of justice which is 
the highest function of an attorney and 
counselor-at-law. The corporation might not 
have a lawyer among its stockholders, direc- 
tors or officers. Its members might be with- 
out character, learning or standing. There 
would be no remedy by attachment or dis- 
barment to protect the public from imposi- 
tion or fraud, no stimulus to good conduct 
from the traditions of an ancient and honor- 
able profession, and no guide except the 
sordid purpose to earn money for stock- 
holders.” 


Guarding Against Commercialized Profession 


I have tried to avoid today discussing 
specific subjects of controversy, and I shall 
not do so except to refer to the fact that no 
one knows better than you the many ques- 
tions of great consequence that require con- 
sideration, discussion and advice in prepar- 
ing wills and trust agreements. Honest dif- 
ferences of opinion on these questions can 
and do exist and there should be room for 
them to exist at all times, and opportunity 
for the client to reach a decision after he 
has received advice free from any sugges- 
tion of interest. 

I ask your serious consideration of whether 
or not when the retained or salaried lawyer 
of a corporate fiduciary prepares wills and 
trust agreements, and advises prospective tes- 
tators and trustors concerning such instru- 
ments, the lawyer is not violating the stand- 
ards and the ethics of his profession, and do- 
ing so at the request or direction of the fidu- 
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ciary. I make no excuse for the lawyer. I 
believe members of the Bar who undertake to 
render such services are the chief offenders. 
I do, however, for the reasons I have given, 
submit that it is to your interest to cooperate 
with the efforts of the Bar to oppose such 
practices. 

If business, so to speak, takes over the 
Bar by trust companies through employed 
lawyers drawing wills and trust agreements, 
by title company lawyers attending to all 
real estate matters and by other corporations 
of one kind or another employing lawyers 
to do law work to the profit of their stock- 
holders, you will have a commercialized pro- 
fession. The sustaining ideals and traditions 
of a profession do not attach themselves to 
a business, and that is what the law will 
become. The work of Bar Associations will 
cease for lack of interest and support. The 
profession of law must be the binding force 
of the world in which we live; by virtue of 
it labor and capital carry on side by side, 
property and personal rights are dependent 
upon it; without it confidence and credit 
could not exist. 

Does not all this that I have tried to pre- 
sent to you mean that law is something more 
than a department of business? Clearly it 
does, and I urge you to cooperate to your 
fullest extent in every effort to maintain the 
Bar of the country on an independent basis, 
and free of any degree of corporate control, 
to the end that its standards may be at all 
times maintained and its duties fully per- 
formed. 


PACIFIC COAST TRUST CONFERENCE 


The tenth regional trust conference of the 
Pacific Coast and Rocky Mountain States 
will be held at Los Angeles, Cal., September 
29-October 1, 1932, under the auspices of the 
Trust Division, American Bankers Associa- 
tion, it is announced by President. of the 
Division Thomas C. Hennings. The confer- 
ence region embraces the States of Arizona, 
California, Colorado, Idaho, Montana, 
Nevada, New Mexico, Oregon, Utah, Wash- 
ington and Wyoming. The conference will 
immediately precede the annual convention 
of the American Bankers Association in Los 
Angeles, October 3-6, 1932. 


Governor La Follette of Wisconsin has 
signed a legislative bill which creates a 
board of review and reorganizes the bank- 
ing department of the state. The board of 
review will consist of five members appointed 
by the governor and of which two members 
must be experienced bankers. 
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1. Makes up-to-the-minute infor- 
mation about each trust instantly 
available. 


2. Is adaptable to any type of 
trust. 


3. Is simple enough for any book- 
keeper to operate. 


4. Is plain enough to be under- 
stood by every person in the trust 
department. 


5. Is flexible enough to provide 
for unlimited expansion. 


G. Is inclusive enough to handle 
every conceivable type of trust 
transaction as a matter of routine. 


7. Gives absolute control of every 
trust and every transaction. 


8. Gives a daily automatic balance 
of each trust and the entire trust 
department. 


9. Supplies information for 
audits, court reports, annual state- 
ments, income tax, etc.—elimi- 
nating special analyses. 


10. Is easy to install, inexpensive 
to operate. 


and speeds up 
INCOME TAX 
WORK 


Think what it would mean—at income 
tax time—to have practically all your 
figuring done in advance. That is 
one of the many advantages of Bur- 
roughs Simplified Trust System. The 
trust department that uses it has, in- 
stantly available, the earnings, expenses, 
and proven net balance for the period, 
of each and all assets—thus eliminating 
the necessity for making a special 
analysis of the income cash account. 


All year ’round Burroughs Simplified 
Trust System lightens the work of the 
trust department and the trust officer— 
but at income tax time its adaptability, 
thoroughness and simplicity are espe- 
cially appreciated. 


For full particulars, write Burroughs 
Adding Machine Co., Detroit, Mich. 


Burroughs 
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DANGERS WHICH INHERE IN THE PROPOSED 
FEDERAL HOME LOAN BANKING SYSTEM 


MAKES FOR INDIRECT INFLATION AND UNSOUND BANKING 


JAY MORRISON 


Vice-president, Mutual Savings Bank, Seattle, Washington, and President of the Savings Bank Division, 
American Bankers Association 


(EpiTor’s NOTE: 


In contrast to the favorable sentiment attending the establishment 


of the Reconstruction Finance Corporation, there is increasingly vigorous protest to the 
enactment of that feature of the Hoover economic program which would set up a system 
of Federal Home Loan Banks, designed to relieve the real estate mortgage situation and 


stimulate home construction. 


associations of bankers, including the Mortgage, Bankers Association of America. 


This opposition is voiced by spokesmen of representative 


The 


pending bills embodying this plan are characterized as inflationary, encouraging unsound 
borrowing and banking and increasing taxation by creating new sources of tax exemption.) 


of the Federal Home 

Loan Banks is not to be limited to 

periods of emergency. Subscribers to 
their stock are to be permitted to redis- 
count in the normal course of their business. 
If such rediscounts are made in normally 
good or prosperous times, it is difficult to 
see just how this plan would assist in pe- 
riods of emergency. The Federal Land 
Banks, organized on a basis analogous to 
the Federal Home Loan Banks, have found 
themselves powerless to assist their members 
during the current depression. At a time 
when farm loan credit is severely restricted, 
the Federal Land Banks find there is no 
market for their bonds. They are now, and 
have been for more than two years, out of 
the farm loan market. It is unlikely that 
the case would be any different with the 
Federal Home Loan Banks. If it shall ap- 
pear that those banks have sold bonds dur- 
ing a period of prosperity, they will be un- 
able to act as a reservoir of credit during a 
period of adversity. When a depression 
comes, bonds simply cannot be sold. 


HE operation 


Plan Based on Questionable Assumptions 

The plan is based on two assumptions; 
first, that there is now and has been a lack 
of credit facilities for real estate mortgages 
on home; secondly, that there is a present 
shortage of residential property. ‘The ex- 
perience of savings bankers and building 
and loan company managers is such as to 
cast doubt on the validity of these two as- 
Sumptions. Most savings bankers and mort- 
gage loan men are of the opinion that resi- 
dential property is now suffering from an 
excess of credit enjoyed during good times. 


They believe that real estate has had far 
too much credit. Most cities in the United 
States report an excessive supply of resi- 
dential property. We are over-built rather 
than under-built. Home ownership suffers 
from a lack of demand for the property by 
purchasers who have ability to pay for it. 
Those persons who have homes on which 
they owe borrowed money do not lack more 
ways to borrow. ‘They lack the means to pay 
the debts they have already incurred. 

Sound savings bankers always oppose the 
borrowing of money by savings banks ex- 
cept in periods of emergency. Emergencies 
arise when it is necessary to pay depositors 
during a run. The borrowing of funds by 
savings banks means the deposit of collateral 
with the lender to secure the loan. The de- 
posit of collateral gives the lender a prior 
or preferred claim on all or a portion of 
the assets of the bank. When such a loan 
is made, the funds left with the bank by its 
depositors are used to margin the loan. The 
depositors are thus relegated to the position 
of deferred creditors. 

Deferential treatment of depositors may be 
excusable in emergencies but its practice in 
normal times is dangerous. Savings Banks 
and building and loan associations should 
be prohibited from borrowing money except 
for short times and then only to meet an 
emergency. They should be prohibited from 
making any new loans or investments while 
they owe borrowed money. If the Federal 
Home Loan Banks are permitted to lend 
money to members during normal times, we 
may be assured of a very large increase in 
real estate credit with consequent competi- 
tion in loans and appraisals, with ensuing 
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increase of excessive construction of resi- 
dences and the ultimate collapse of the 
market. 


Danger of Indirect Inflation 
If the bonds of the Federal Home Loan 
Banks are to be valid security for the de- 
posit of government and postal funds, there 


may well result an expansion of the cur- 
rency. That inflation is not direct; it is 
indirect. Nevertheless, it is imminent in 
the plan. 

At the present time, U. S. government 
bonds are a legal basis for the issuance of 
notes by the Federal Reserve Banks. These 
notes circulate as money. The Federal Re- 
serve Banks may issue the notes against 
U. S. government bonds acquired by them in 
either of two ways; Firstly, they may pur- 
chase the U. S. government bonds in the 
open market, using their own notes to pay 
for the bonds purchased; or secondly, they 
may issue their notes to member banks as 
loans against the deposit of U. S. govern- 
ment bonds by the borrowing bank with the 
reserve bank. So long as the Federal Re- 
serve Bank maintains its legal reserve of 
40 per cent gold against outstanding notes, 
it can continue to issue currency to finance 
loans against U. S. government bonds as 
collateral. 

The bonds of the Federal Home Loan Bank 
will not be legal security for the issuance 
of Federal Reserve notes, but since the plan 
makes the bonds of the Federal Home Loan 
Bank acceptable as security for U. S. gov- 
ernment deposits, it will merely be necessary 
for the Treasury to sell U. S. government 
bonds and deposit the money with U. S. de- 


positaries. ‘The steps therefore, by which 
these bonds could be used to effect an in- 
flation of the currency are as follows: 


1. The U. S. Treasury may issue its bonds. 

2. It may deposit the proceeds thereof in 
U. S. depositary banks. 

3. The depositaries owning the bonds may 
sell them to the Federal Reserve Bank which 
may issue to the depository in payment there- 
for Federal Reserve notes. The depositary 
may use the Federal Reserve notes to pur- 
chase debentures of the Federal Home Loan 
Bank. 

4. Those debentures of the Federal Home 
Loan Bank will be acceptable security for 
the U. S. government deposits held by the 
bank. 

By going through these four steps, it will 
be seen that the currency can be inflated 
by just the amount of U. S. government 
bonds issued to finance a government de- 
posit to be secured by Federal Home Loan 
Bank bonds. 


New Source of Tax Exempt Bonds 

The income now received from mortgages 
held by corporations or individuals is gener- 
ally taxable under the Federal Income Tax 
Law. If the Federal Home Loan Bank is 
formed and proceeds to operate, its member 
banks will borrow from it and have to pay 
interest to it. That interest will be deduct- 
ible from their gross income in the ealcu- 
lation of their taxable net income. The 
Federal Home Loan Banks themselves and 
the bonds issued by them will be exempt 
from taxation. If a real estate mortgage 
loan concern, bank, or trust company now 
issues bonds secured by collateral, the in- 
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fae Lawyers Mortgage a has 
been in business continuously for 38 

ears because—like any truly successful 
ae tae renders a valuable service 
for a moderate charge. 


This service consists in furnishing the 
experience and judgment to select good 
mortgages, in paying our investors their 
interest the day it is due, in attending to 
all details during the life of the mortgage, 


and in guaranteeing the payment of every 
mortgage held by our ine. This ser- 
vice, for which the Lawyers Mortgage 
Company receives 4% per annum as a 
Guarantee Premium, is the most favor- 
able contract issued to investors in any 


financial field. 


We offer Guaranteed Mortgages and Cer- 
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begin with $100 or more. 


LAWYERS MORTGAGE 
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Capital and Surplus $22,000,000 Richard M. Hurd, President 
345 Madison Avenue, at 44th Street, New York City 
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terest on those bonds is taxable income. If, 
after the creation of the Federal Home Loan 
3ank, the loan companies, banks, or trust 
companies issue bonds against their real 
estate loans as collateral, using the Federal 
Home Loan Bank as a vehicle for such is- 
suance, then the income from those bonds 
will becomé tax exempt. 

The organization of Federal Home Loan 
Banks will result in a new source of tax 
exempt bonds. The income from mortgages 
to be pledged as collateral to the Federal 
Home Loan Bank bonds is now taxable. The 
income from the Federal Home Loan Bank 
bonds will be tax exempt. 


Conducive to Unsound Banking 

To summarize, the plan for Federal Home 
Loan Banks is based upon dubious assump- 
tions of a shortage of real estate credit and 
a shortage of residential property. The plan 
will be conducive to unsound banking in 
permitting savings banks and building and 
loan association to borrow money in the nor- 
mal course of their business, thus using 
their depositors money to margin a larger 
volume of financing. It will be inflationary 
through its call upon the U. S. Treasury for 
a portion of the initial capital of the banks 
and through the issuance of bonds as secur- 


Brooklyn 


Jamaica Mount Vernon 


ity for public and other moneys. It will 
increase taxation because it will relieve from 
taxation some income from mortgages, which 
is not taxable. It will not prevent a recur- 
rence of collapse of real estate credit be- 
cause when a credit crisis arises the Federal 
Home Loan Bank will be unable to sell 
bonds just as the Federal Land Bank is now 
unable to sell its bonds. 

The plan has been devised with an earn- 
est desire to find a way out of one of the 
most serious depressions ever encountered 
by the American people. Like most other 
plans to extricate us from our difficulties, 
it is based upon a further extension of credit. 
America is now suffering from an excess of 
credit rather than from a deficiency of 
credit. 

Notwithstanding our sympathy for the 
aims of this plan, we oppose it as unsound. 


i? .o, 2°, 
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W. C. Idol, cashier and assistant secretary 
of the Wachovia Bank & Trust Company 
branch at High Point, N. C., has been made 
a vice-president and director. 

Corliss Sullivan, chairman of the board of 
the Central United National Bank of Cleve 
land, has been elected a director of the B. F. 
Goodrich Company of Akron. 
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In the 1820's a line of sempahores ran from Sandy Hook to Wall Street and 

ship arrivals were signalled with a speed which was a marvel of the age. Often 

on such occasions Fohn B. Coles, a prosperous flour merchant, would be seen 

scanning the harbor to determine whether a ship reported was actually coming 

up. “Mr. Coles, active in many business and philanthropic enterprises, twice 

served as Alderman from the aristocratic First Ward, and was a Director of the 
Bank of New York for thirty-two years 


SS 
OR 148 YEARS the names of New York’s prominent 
families, generation after generation, have been carried 

on the ledgers of this Bank, its Trust Department serving as 

executor and trustee of their estates for more than a century. 

Today, this bank, although not one of the very largest, 
ranks among the strongest in the country and is entirely 
adequate to care for the largest estates and trusts and to 
offer the advantages of modern banking facilities to respon- 
sible corporations, firms, and individuals. 


BANK of NEW YORK 
and TRUST COMPANY 


ESTABLISHED IN 1784 
NEW YORK 
CLEA RING HOUSE 48 Wa. Street, NEw York 
MEMBERSHIP 
NUMBER ONE Uptown Office: 
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THE TRUST INSTITUTION: 
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ITS GROWTH, STABILITY 


AND UNIMPEACHABLE CHARACTER 


DEALING WITH SOME CURRENT PROBLEMS OF ADMINISTRATION 
AND POLICY 


RALPH STONE 
Chairman of the Board, Detroit Trust Company 


(Epiror’s NOTE: 


Mr. Stone embraced the occasion as the chief speaker at the annual 


banquet given in connection with the recent Mid-Winter Trust Conference in New York 
to make a vigorous defense and reply to criticisms or reflections made upon the character 
of trust officials and the motives of trust institutions as one of the ‘by-products of the 


differences between trust companies and lawyers regarding “practice of the law.” 


Mr. 


Stone presented an illuminating epitome of the rapid growth of the trust institutions 
within the third of a century, their adaptability to progressive demands, their claim upon 
public faith based upon performance and the principles of conduct which will insure 


increasing stature and influence.) 

THIRD of a century is a scarcely 

appreciable period of time when es- 

timating the progress of civilization 
or the development of a nation. Yet the ad- 
vances made during the past third of a 
century for the benefit of mankind in medi- 
cine, in law, in the arts, and in the material 
things of life, have far exceeded those of 
many preceding centuries. 

In medicine the advances during the past 
thirty-five years have been so great that their 
benefits to humanity are almost incalculable. 
Perhaps the most outstanding contribution to 
human welfare is the recognition of the im- 
portance of health in the scheme of ex- 
istence by governments and by men of means 
and education, and in the establishment of 
the great foundations with which you are 
familiar. 


Progress in Medicine and Jurisprudence 

Almost equal in importance is the develop- 
ment of radiant energy—x-rays and radium— 
of the widest usefulness in the diagnosis of 
disease and in the treatment of certain dis- 
eases such as cancer. To these great con- 
tributions of medicine may be added the 
discovery or development of insulin in the 
treatment of diabetes, thus prolonging life 
and making it more livable; the use of toxin- 
antitoxin, and later toxoid, as an immuniz- 
ing agent against diphtheria; the discovery 
of liver and of an extract of the lining of 
stomachs of animals (ventriculin) which 
has done for victims of pernicious anemia 
what insulin has accomplished in diabetes. 
With these should be classed modern sanita- 
tion, exemplified in the wiping out of yellow 


fever, typhoid and other diseases. These 
are only a few but perhaps the principal, 
benefits which have come to society through 
the profession of medicine during the past; 
third of a century, a profession to which 
the human family is and should be truly. 


RALPH STONE 
Chairman of the Board of the Detroit Trust Company 
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grateful, for its members are as intensely 
and as devoutly consecrated to service; to 
mankind as is the minister. 

There has been an immense amount of 
benefit to society resulting from legal re- 
search during the same period of time, al- 
though it has not been so specific and ob- 
vious as the changes produced by long re- 
search in physics, chemistry, industry and 
medicine. There has been great improve- 
ment in the law relating to property, pro- 
cedure, criminal law and in the general field 
of public utility law. The work of the 
American Law Institute is likely to prove 
one of the greatest cooperative undertak- 
ings in all time in the juristic field. There 
is a rapidly growing consciousness in the 
legal profession of the need for improvement 
in the body of the law and in its adminis- 
tration which augurs well for the future. 


Material Progress 

In so far as the material aspects of life 
are concerned, there has also been marvelous 
progress. Most of those present this evening 
have fairly distinct memories of the cus- 
toms, conveniences and conditions of living 
thirty to thirty-five years ago. You have 
seen the horse and buggy and the horse car 
disappear and the electric street car in its 
last throes, with the automobile taking their 
places and the airplane making giant strides 
as a vehicle of passenger and freight trans- 
portation. The radio has brought the sounds 
of the whole world into your living-room, 
and the sight of it will soon be brought there 
through television. The talking picture has 
depleted the ranks of the legitimate stage 
and given occupation to countless blondes 
and brunettes, fat and cross-eyed men and 
Apollos and Grecian profiles. 

Even in minor but quite important aspects 
of daily life great advances have been made. 
Iceless refrigerators, oil burners, electric 
washing machines, duco, celotex, rayun, and 
countless other products of industrial re- 
search have made life easier, more pleasant 
and sadly enough, have strewed the road of 
this third of a century of progress with the 
bankrupt wrecks of outworn industrial and 
mercantile concerns. Statistics show that 
over one-third of the entire output of all of 
our factories today consist of products not 
heard of fifty years ago. 


Corresponding Advance in Handling 
Property 
It is not singular, therefore, that with all 
of this progress in law, in medicine, and in 
the material aspects of life, there should 


have been corresponding advances, in the 
same period of time, in the methods and 
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agencies used in the management and hand- 
ling of the property of men and women and 
their dependents, and in the solution of the 
business, family and social problems con- 
nected therewith. The outstanding mani- 
festation of this development is the remark- 
able growth of the trust institution, a cor- 
porate organization for the handling and 
management of all kinds of property and for 
the rendering of fiduciary services of every 
description. The term “trust institution’ 
when used in this discussion includes the 
trust company and the trust department 
which has, during recent years, been added 
to the organization of state and national 
banks. 

An audience such as the one gathered here 
this evening is already familiar with the 
fact that much longer than a third of a cen- 
tury ago there were corporations, mostly in 
New York and Philadelphia, which trans- 
acted a fiduciary business, but they were few 
in number and their functions and facilities 
for service were not generally realized nor 
used by the public. I would fix the begin- 
ning of the modern era of the trust institu- 
tion with the organization of the Trust Com- 
pany Section (now known as the Trust Divi- 
sion) of the American Bankers Association 
in 1896, a little over a third of a century ago. 
Its first annual meeting was held in the city 
of Detroit in August, 1897. At that time the 
general public had very little conception of 
the purposes and functions of a trust com- 
pany. As an illustration of this, I had a 
rather amusing experience which, with apolo- 
gies for the personal reference, I would like 
to relate. 


An Amusing Experience 

When the Trust Company Section was or- 
ganized, I was invited to deliver an address 
at the Detroit convention just referred to, 
upon the subject: “The Laws of the Several 
States Relating to Trust Companies.” To 
obtain the material for the address I wrote 
to the Secretary of State of each of the states 
to obtain a copy of its law providing for the 
incorporation and regulation of trust com- 
panies. My letter to the Secretary of State 
of a southwestern state was referred by him 
to the Attorney General of the state. The 
Attorney General sent to me a copy of the 
laws of the state regulating pools, trusts and 
unlawful combinations in restraint of trade. 
I wrote to him explaining that it was not 
that kind of a trust which I had in mind 
but that I would be pleased to receive a copy 
of the law of his state providing for the 
incorporation of companies to act as executor, 
administrator, trustee under will, guardian, 
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and in other fiduciary capacities. I shortly 
received a letter from him saying that he 
had made another thorough search of the 
statutes of his state and that he could not 
find a law of that description; that, in fact, 
there was only one trust company in his 
state—the Standard Oil Company: That At- 
torney General afterwards entered the United 
States Senate. 

Nowadays the purposes and functions of 
the trust institutions are well understood by 
the general public and even by those holding 
high positions in the public service. It has 
made itself so understood through its con- 
servative publicity programs, particularly 
those prepared by the Publicity Committee 
of the Trust Division. Its tremendous growth 
throughout the country has been more largely 
due, however, to the efficient manner in which 
it has handled the trusts committed to its 
eare. There can be no better recommendation 
or advertising than that which comes from 
a pleased and satisfied clientele. 


Growth of Trust Companies 

A word about the growth of the trust in- 
stitution. I will not deluge you with statis- 
tics. I use a few of them only to give force 
and point to the statement that the trust 
institution is now one of the country’s per- 
manent and important business organiza- 
tions, and that it has come to stay. It fills 
a definite need in the lives of the people, 
and the history of its accomplishments dem- 
onstrates that the confidence reposed in it 
has not been misplaced. At the beginning of 
the modern era of the trust institution, there 
was relatively speaking but a handful of 
trust companies in existence. According to 
Federal records there were about 250 but 
nearly all of these, while they carried the 
words “Trust Company” in their titles, were 
purely banks and exercised no trust powers. 

According to the latest compilation made 
by the Trust Division of trust companies and 
trust departments of state banks, and accord- 
ing to the latest annual report of the Comp- 
troller of the Currency dated Octoler 31, 
1931 of trust departments of national banks, 
there are now approximately 5,000 trust in- 
stitutions in the United States. They are 
divided about equally between state institu- 
tions and national institutions. There are 
no statistics available showing the amount 
of capitalization of trust companies and 
state banks with trust departments. The 
report of the Comptroller of the Currency, 
however, shows that the capitalization of 
national banks with trust departments is 
$1,350,000,000 or 80 per cent of the total 
capitalization of all national banks. I think 
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The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $5 76,000,000. 
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it is fair to say that the state banks and trust 
companies of the country are engaging in 
trust business to a greater extent than are 
the national banks, for they have been doing 
so for many more years, so that it may safely 
be said that more than four-fifths of the in- 
vested capital of all the banks and trust com- 
panies of the country, both state and na- 
tional, are interested in the successful con- 
uuct of the trust business. 

Efforts have been made to estimate the 
number of officers of trust institutions 
throughout the country employed in man- 
aging the trusts to which all these trust in- 
stitutions have been appointed. I believe the 
number would exceed 15,000—and these do 
not include of course the very large number 
of heads of sub-departments in the trust de- 
partment, specialists in technical work re- 
lating to investment of trust funds, taxation, 
insurance, nor the accountants, bookkeepers, 
clerks, stenographers, ete. So it will be seen 
that—leaving out of consideration the hun- 
dreds of thousands of people who deal with 
trust institutions as beneficiaries, clients and 
customers—the number of people engaged in 
the conduct of the business, the number of 
the institutions, and the aggregate of the 
capital demonstrate a growth which is most 
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phenomenal in extent and which fixes the 
trust institution as a permanent and very 
important part of the financial structure of 
the country. 


Need for Expert Trust Service 

I have spoken heretofore of the tremen- 
dous advance in the sciences and the arts 
and of the marvelous fruits of invention 
and research, which have wrought great 
changes in society, have lifted the level of 
living conditions, and have increased the 
capacity for enjoyment of leisure time. All 
these things have expanded industry and 
have greatly increased, through growth with- 
in and through mergers, the size of cor- 
porate organizations, industrial, mercantile 
and financial. Holding companies have come 
into being, controlling public utilities and 
other business concerns scattered throughout 
the country. Railroad systems have multi- 
plied, have become inter-related and are now 
in process of consolidation into still greater 
systems. 

Whether or not these developments are 
for the good of society does not concern this 
discussion. They have created the need for 
this highly specialized organization, the 
trust institution, which is gradually replac- 


ing the individual trustee, particularly inso- 
far as the average sized and especially the 
larger estates are concerned. No single per- 
son, no matter how well educated or intelli- 
gent, or how well informed upon matters of 
business and finance, can possibly meet the 
present day demands upon the fiduciary. 


Difficulties Attending Investment of 
Trust Funds 


Let us consider, in this connection, prob- 
ably the most important and at the same 
time the most difficult of the trustee’s duties 
—the investment of trust funds. A third of 
a century ago there were but few kinds or 
classifications of securities evailable for trust 
fund investment. They could be counted 
upon the fingers of both hands. They were 
the small single first mortgage upon real 
estate, usually upon dwellings and farms, the 
municipal bond, to some extent horse and 
electric railway bonds, and the first mort- 
gage steam railroad bond. In the east rail- 
road stocks and industrial stocks of a few 
kinds of well established businesses were 
purchased with trust funds. First mort- 
gage public utility bonds, especially electric 
power and light, were making their initial 
bows to investors in small quantities. It 
was not difficult for the individual trustee 
with the help of his banker to select suitable 
and safe investments. The demand was rela- 
tively slight and the investment buying habit 
among the public generally had not been 
created. 

Compare those few and simple forms of 
securities with the almost innumerable va- 
rieties which pester and drive to distraction 
the individual investor and the trustee of 
today. The placing by trustees of trust 
funds nowadays in suitable securities is an 
experience compared to which a_ horrible 
nightmare is a pleasurable sensation. First 
liens resting directly upon property which 
yields substantial and certain earnings are 
so rare that the demand for them, in times 
other than these, puts their price at so high 
a level that the return is insufficient for the 
average investor’s needs. 

Consider the infinite varieties of new 
forms of securities which have been devised 
to meet the insatiable demand of a period 
of unexampled prosperity—a demand which 
has arisen like a tidal wave since the World 
War, stimulated by Liberty Bond campaigns 
and swelled huge proportions through in- 
tensive salesmanship by investment houses. 
This demand will inevitably be actively re- 
newed when prosperous times return, as they 
surely will. Tremendous surplusses of in- 
dustrial concerns led them into the call loan 
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market and subsequently added to the enor- 








mous purchasing power in the investment 
market. 


Baffling Variety of Securities 

Because of the requirements for capital 
by growing industries and the development 
of all kinds of new projects and public works, 
and because of the private demand for in- 
vestments just referred to, a veritable ava- 
lanche of securities of a multitude of kinds, 
grades and classifications of lien, and carry- 
ing privileges and advantages of diverse 
character, were devised by resourceful fi- 
nancial geniuses. I have had a survey made 
by the Trust Investment Department of my 
company to discover the approximate num- 
ber of these varying kinds of securities and 
the result is astonishing. 

This survey shows that there are now at 
least 218 types of investment securities, in- 
cluding mortgage bonds, debentures, notes, 
collateral trust and miscellaneous bonds, for- 
eign bonds, Federal government and munici- 
pal bonds, and preferred and common stocks, 
as compared with a mere handful a third of 
a century ago. 

The first mortgage bond, 53 in number, in 
which trust funds were invested at the be- 
ginning of the modern trust institution era 
has had a very diversified progeny since that 
time, its children consisting of first and re- 
funding, first and prior lien, first leasehold, 
adjustment income, first preference non-cumu- 
lative income, to name only a few. These in 
turn have given birth to grandchildren of 
the original simple first mortgage bond which 
travel under the names of sinking fund bonds, 
callable, non-callable, serial, registered, and 
SO on. 


Debentures, Municipals and Stocks 
The debenture has been just prolific in its 
children and collateral relatives, taking up 
their residence in safe deposit boxes as con- 











vertible debentures, guaranteed, perpetual, 
preference warrant, and so on. There is an 
infinite variety of notes, collateral trust and 
otherwise, certificates of beneficial interest, 
founders bonds, receivers certificates, ete. 
These debentures and collateral trust notes 
total at least 35 varieties. 

The survey showed 66 types of obligations 
in foreign financing alone, external and in- 
ternal, customs lien, stabilization, railway 
guarantee, to mention only a few. 

The simple municipal bond has expanded 
into fewer variations than other classes of 
investment securities but they are sufficient 
in number to greatly puzzle the investor of 
trust funds. Road, drain, levee, navigation, 
sanitary, park, flood control, and other mu- 
nicipal district bonds have sprung into being 
and they all so much overlap the fundamental 
and original types of municipal bonds that 
it now requires a high grade expert to as- 
certain how great is the actual burden upon 
the taxpayer in any given municipal sub- 
division. United States Government bonds 
of various kinds have multiplied in recent 
years, particularly since the World War, 
with a number of Liberty Bond issues having 
different market values due to circumstances 
which are understood only by those who 
keep in touch with them by constant study. 
The municipal and government varieties total 
28. 

There are 23 types of preferred stock which 
are available, cumulative and non-cumula- 
tive, preferred as to classes, non voting, vot- 
ing, special preferred, adjustment preferred, 
and so on. And these in turn are further 
subdivided into classifications of preference 
as to dividends, as to assets, protected by 
common dividend restrictions, with contin- 
gent voting rights, with sharing advantages 
in the earnings of the common stock, and 
other characteristics. 
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Thirteen (13) kinds of common stock have 
been invented since the modern trust in- 
stitution first faced the difficult problem of 
investing trust funds, although in many 
jurisdictions common stocks are not regarded 
either by law or by practice as suitable se- 
curities for trust funds. They are directors 
shares, bankers shares, no par, limited liabil- 
ity, plural or cumulative voting, scrip, ete. 


In all at least 218 separate investment 
problems for the investor and the fiduciary, 
which total would doubtless be increased by 
a more thorough survey. Some of the dis- 
tinctions between many of these kinds of in- 
vestment securities are, I grant, somewhat 
slight, but it is nevertheless necessary for 
the investor and the trustee to know about 
them in order to properly select and pur- 
chase. I have recited all this to give you 
an idea not only of the difficulties which sur- 
round the investment of trust funds, but 
more particularly to point to the need for a 
highly organized and intelligent trust or- 
ganization to protect the beneficiaries of 
trust funds. 


A Haven of Refuge 


Puzzled and perplexed by the difficulties 
involved in the selection of investments, in- 
dividuals and even individual trustees are 
coming in vast numbers to the trust insti- 
tution as a haven of refuge. This has led 
to the establishment by the trust institution 
of the Trust Investment Department, headed 
by an expert investment officer, with elabo- 
rate statistical and research equipment and 
personnel, supervised by a Trust Committee 
made up of directors and senior officers and 
with final authority in the approval of in- 
vestments vested in the Executive Committee 
or directors of the company or bank. 


It is difficult to conceive that greater care 
than is given by this system could be used 
in safeguarding the interests of the creators 
and beneficiaries of trusts. This in itself is 
sufficient warrant for the existence of the 
trust institution and an insurance of its 
continuance as an important and necessary 
part of the financial structure of the country. 

If time permitted, I could demonstrate the 
effectiveness of the other functions of the 
trust institution and the efficient and eco- 
nomical service which it renders to tre pub- 
lie which entrusts its property to it. These 
include its real estate department, which in 
these days of over-production in building and 
high taxation, resulting from both a badly 
balanced system of taxation which places the 
chief burden of support of government upon 
real estate, and from extravagant and waste- 
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ful expenditure of public funds—calls for a 
high degree of intelligence and an expert 
organization. 


Rapid and constant changes in Federal tax 
laws, and an increasing volume of Treasury 
Department regulations interpreting them, 
add to the property owner’s sense of help- 
lessness and cause him to lean upon the 
experts in the Tax Department of the trust 
institution for relief. No existing individual 
or organization can supplant the Corporation 
Department of the trust institutions, which 
renders special service as Registrar and 
transfer agent for stocks of corporations, 
acts as trustee under mortgages, and in its 
capacity as Depositary, trustee and receiver 
guides the reorganization of financially em- 
barrassed businesses—a function which is 
very active and sorely needed at this time. 


Corporations Supersede the Individual 


This period of a third of a century growth 
which I have thus hastily sketched has 
marked the transition of the trust business 
from the individual to the corporate organ- 
ization. Formerly the individual—a brother, 
son, partner, or friend of the deceased, or the 
family lawyer—kept the estate accounts, col- 
lected the rents, paid for repairs and taxes, 
selected the investments, supervised the op- 
eration of businesses, advised with the widow 
respecting the education of the children, was 
the family harmonizer, arbitrator and sym- 
pathizer. Now that falls mostly to the lot of 
the trust institution and the trust official. 
The relative and friend has been mercifully 
relieved from the burden. The lawyer is 
gradually becoming the lawyer only, and his 
services are just as necessary as they always 
have been, in handling legal matters involved 
in the administration of all kinds of trusts. 

The corporation has largely superseded the 
individual merchant and manufacturer, with 
the result of greater economies, more intel- 
ligent production and more substantial bene- 
fits to the public. The same influences have 
brought the corporate organization into the 
field of the business and financial manage- 
ment of estates and all kinds of trusts and 
with the same beneficial results. 


With 5000 trust institutions backed by 80 
per cent (four-fifths) of the banking capital 
of the entire country, state and national; 
with hundreds of thousands of stockholders 
encouraged by the state through statutes to 
invest in these institutions; with employment 
of upwards of 15,000 trust officials and many 
times that number of clerks and expert spe- 
cialists in every branch and phase of prop- 
erty management, rendering skilled and 
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satisfactory trust service in these days of 
complex business and financial organization ; 
and with a very general acceptance and ap- 
proval of these organizations by the public— 
it is impossible to believe that there can be 
a reversion to exclusively individual manage- 
ment. It cannot be possible, any more than 
in the case of mercantile and manufacturing 
corporations, for it would not be for the 
best interests of the public, which is the de- 
termining influence. 


Answering to Criticisms of Corporate 
Management 

This change, while not sudden or complete, 
has been rapid. Like many changes in social 
and business life, its momentum has carried 
it further, in some respects, than it might 
seem wise for it to go. This has given rise 
to some opposition to end criticism of vor- 
porate management of trusts, based largely 
upon the claim that it has in one respect 
slightly exceeded its legitimate sphere of 
activity. 

I refer to the criticism that in its develop- 
ment the trust institution has encroached 
upon the field of the legal profession. 
Whether or not there has been just reason 
for this criticism, I am one of those who 
believe that, with the exercise of patience, 
open-mindedness and proper consideration for 
the interests of those most concerned— 
namely, the public—there will come out of 
negotiations now under way a happy and 
harmonious solution of the problem. The 
subject has so many ramifications that I 
will not attempt a general discussion of it. 
It involves varying situations in different 
localities all over the country, affected by 
statutes and practices which are not the 
same, and consideration of ethical principles 
which in itself might well be the subject of 
a long as well as an interesting address. I 
would like also to say that whatever opinion 
I express is purely personal and in no sense 


official in so far as the Trust Division or any 
other trust institution organization is con- 
cerned. 


Trust Companies Have no Desire to 
Practice Law 

No purpose will be served by reciting at 
length the steps which have been taken to 
restrict the activities of trust institutions. 
This audience is familiar with them. For 
the better understanding of the problem py 
our guests and the public, however, I would 
like merely to point out that statutes have 
been enacted in twenty states prohibiting 
corporations from practicing law, six of these 
states attempting to define what constitutes 
practicing law, fifteen forbidding advertise- 
ments by corporations to prepare wills or 
legal documents, and one even forbidding 
corporations from advertising their right to 
act as executor. Trust institutions made 
no organized opposition to the enactment of 
these laws. They have no desire to practice 
law. As a matter of fact, it is their general 
practice to retain the services of their clients’ 
lawyers. I believe, too, that the majority of 
the legal profession does not wish to act in 
fiduciary capacities and welcomes the advent 
of the trust institution as a relief from the 
cares, worries, and responsibilities connected 
with the management of property, the book- 
keeping, accounting, investing of trust funds, 
and assisting in the adjustment of trouble- 
some family difficulties. 

The problem revolves mostly around the 
very great difficulty of exactly defining what 
constitutes the practice of law. As business, 
commerce and industry have grown more and 
more complex, the customs, machinery, and 
instruments employed in transacting them 
have become so intricate that it is extremely 
difficult to distinguish precisely what is an 
act of practicing law from an act of trans- 
acting business. Strictly construed, a bank 
officer or clerk is perhaps drawing a legal 
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instrument when he fills out a promissory 
note for a borrower. A realtor is doing the 
same when he prepares a deed or mortgage, 
and so is a clerk of a merchandizing con- 
cern when he fills out an instalment sale 
contract. Instances like these may be multi- 
plied hundreds of times in the operation of 
all kinds of business. 


Distinctions as to ‘‘Practice of Law” 


‘Trust institutions, or most of them through 
officers or clerks, prepare the simple instru- 
ments of conveyancing as the realtor does, 
present and explain accounts to courts, go 
before probate and surrogate judges and show 
from their intimate knowledge of the facts 
the needs for widows’ allowances. for sale 
or mortgage of properties, and set up the 
facts in simple petitions to the court, doing 
these and many other things for themselves 
and in the interests of their trust clients 
just as individuals, acting in the same 
eapacities, are legally entitled to do. 

If the acts which I have recited, and others 
like them, are practicing law, then all cor- 
porations of every description in the twenty 
states having such laws are violating them. 
But of course that is not intended by the laws 
nor by the organizations of lawyers which 
brought about their enactment. 

Because of this impossibility or at least 
exceedingly great difficulty of distinguishing 
between business practice and practice of the 
law in the multitude of transactions which 
are daily carried on in the offices of all kinds 
of corporations, the trust institutions of the 
country have been at somewhat of a loss in 
what respects they should regulate or change 
their administrative procedure. Groups or 
associations of lawyers are not in agreement 
as to this. 


Right to Advertise for Trust Business 


I believe, however, that out of all this 
confusion there can be brought two points 
which may be considered as the vital ones, 
upon which a difference of opinion has arisen, 
which if adjusted would automatically settle 
the rest. These are: First, that the trust 
institution should be guided by the same 
ethical principles which control the conduct 
of the lawyer and which forbid him from 
soliciting or advertising for business ; Second, 
that wills and to a modified extent certain 
classes of trust agreements should not be 
drawn by officials or attorneys for trust in- 
stitutions but by independent counsel for 
the testator or trustor. Not all lawyers nor 
all bar associations allege both of these 
things. 

The first of these may be dismissed from 
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our consideration for it is only another way 
of saying that the trust institution must go 
out of business. It is a business institution, 
firmly established in the economic structure 
of the country, with a very large investment 
in it, as I have already pointed out; incor- 
porated by law, professedly for profit and 
entitled to offer its services to the public. 
These are sound justifications for advertis- 
ing, and soliciting so-called is nothing more 
nor less than laying before the public the ad- 
vantages which the trust institution offers to 
them through the services which it is or- 
ganized to render. Limitation upon their 
right to do this is not in the public interest. 
The trust institution is managed by men of 
integrity and honor who are governed in 
their dealings with their trust clients by the 
same high ethical principles as are the law- 
yers in dealing with their clients. 


Drawing of Wills and Trust Instruments 


As to the second, the drawing of certain 
instruments, there is room for an honest 
difference of opinion. That there is this dif- 
ference of opinion as to the drawing of wills 
and certain trust agreements, is evident by 
the varying understandings arrived at be- 
tween trust institutions and organizations of 
lawyers throughout the country. I am not 
going to try and justify or criticize the po- 
sitions taken by trust institutions or lawyers 
anywhere. A discussion of this subject, as 
I have already said, involves all sorts and 
shades of opinion, varying circumstances 
and conditions, and local situations which 
affect it one way and another. It is, however, 
proper to say that to those who are familiar 
with the situation throughout the country 
it is apparent that both lawyers and trust 
officials are coming to agreement upon the 
principle that in the preparation of wills 
the testator should have the advice of in- 
dependent counsel. 

Fourteen years ago—that is, in the year 
1918, made memorable by the fact that 
theoretically at least, by due process of law 
the throats and palates of men and women 
became dry and parched—the Trust Division 
of the American Bankers Association ap- 
pointed a Committee on Cooperation with 
the Bar. That committee,—through the 
media of addresses at conferences, communi- 
eations to its membership comprising the 
principal trust institutions of the country, 
and through the efforts of carefully selected 
trust officials with district authority cover- 
ing every part of the country,—has en- 
deavored to spread the message that law- 
yers are lawyers and trust institutions are 
trust institutions, that each has its par- 
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ticular field of operation, and that in the 
interests of their common client, the public, 
they should cooperate and be mutualiy help- 
ful. Ways and means of bringing this about 
have through this committee been recom- 
mended to the trust institutions of the coun- 
try. 


Problems Yielding to Cooperative Efforts 

This work has been carried on in the sin- 
cere belief of the committee members, of 
which I happen to be one, that it is possible 
by cooperation to settle this perplexing prob- 
lem in a manner satisfactory to both parties 
and for the best interests of the public. 
While what I say in this address is not in 
any sense official, but only an expression of 
my personal views, I am sure that I am 
voicing the opinion of my associates on the 
committee in saying that very great progress 
has been made and that the time is not far 
away when the great profession of the law 
and this business of ours, which has grown 
to such tremendous proportions in such a 
short period of time, will be working hand in 
hand and for the best interests of the people 
whom they both serve. 

The American Bar Association has a like 
standing committee, known as its Committee 
on Unauthorized Practice of Law, with which 
our committee has conferred. The Bar Asso- 
ciation committee, in its report to its asso- 
ciation, says, referring to the conference be- 
tween the two committees: 

“We believe that conference made for 
progress toward a mutual understanding of 
the respective problems of the two associa- 
tions upon the basis of a proper recognition 
of their respective rights. The members of 
the Bar must recognize the place of the trust 
company in the country’s economic structure 
and trust companies must recognize the 
necessity for the lawyer.” 

To this sentiment the trust institutions of 
the country respond most heartily. 
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Reflections Upon Quality of Trust 
Management 
As a by-product of this discussion be- 
tween the lawyer and the trust institution 
there have developed some reflections upon 
the quality of the service of the trust official 
to the client, and upon the motives which it 
is alleged have actuated his conduct, which 
I would like to take this occasion to answer. 


It has been said that trust institutions are 
corporations, that “corporations are soul- 
less,” and that therefore the interests of the 
client and the consideration of his personal, 
family and property problems lose the bene- 
fit of that intimate personal touch which is 
so necessary to their proper solution. The 
person who coined that phrase “soulless cor- 
poration” inflicted a great injury upon so- 
ciety. Corporation is cooperation. It is but 
a group of individuals working together be- 
cause in doing so they can accomplish 
greater and more beneficial results for them- 
selves and for their fellows. As civilization 
has advanced, this principle and form of co- 
operation has increased and manifested it- 
self in a multitude of ways in every walk 
in life and in every form of human activity. 
It is a benevolent, not a malevolent, thing. 
True, it has been used to injure and abuse. 
But, this can likewise be said of individuals. 
Without cooperation through corporations, 
society would not now be enjoying its pres- 
ent benefits and advantages. 


The trust institution is a corporation, but 
it is not soulless. In rather a light vein, 
but illustrative of this, I recall that a trust 
institution of the Middle West some years 
ago proved its possession of a soul. I will 
relate the incident in tabloid form: 


The “Incorporated Parent” 

It was guardian of a beautiful and 
attractive young woman, just approach- 
ing her majority. Its ward was an- 
noyed by the attentions of a young man. 
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His professions of love not reciprocated. 
Young man followed her wherever she 
went. Appeared on trains and, unbid- 
den, sat beside her whenever she trav- 
eled. Upon suggestion of trust official, 
young woman supposedly inadvertently 
let it be known to young man that she 
intended to leave town on a certain train. 
Young man as usual appeared at train. 
Young man thoroughly thrashed on sta- 
tion platform by two huskies employed 
by trust official. Event heralded through- 
out country under newspaper headline: 
“Pestiferous Suitor Thrashed by Incor- 
porated Parent.” Unwelcome attentions 
thereafter ceased. 


I declare without qualification and with 
righteous earnestness that an individual who 
is earning a livelihood for himself and his 
family while serving as an officer of a trust 
institution is and can be as honorable, just, 
capable, and as sympathetically responsive 
to the needs of the trust client as can the 
individual who is not so employed. I go 
further than this, for, with the highly spe- 
cialized organization of the trust institution 
at his command, he can render a more help- 
ful and efficient service to the client than can 
the individual as a class. 


Righteous Resentment to Calumnies 

I believe that every trust officer who takes 
a pride in his work and his accomplishments, 
and who discharges his duty to the benefi- 
ciaries of the trusts committed to his care, 
has cause to be righteously indignant when 
it is charged (I am quoting the exact lan- 
guage of addresses and reports) that he has 
“submerged ethical ideas in dealing with 
the serious and almost sacred subject of the 
family fortune ;” when it is alleged that the 
institution which he represents heralds “in 
a maudlin manner” the privilege which th2 
law gives it to serve the public as an in- 
corporated institution; when it is charged 
that in offering to the public its services 
and presenting its advantages, it is “on a 
level with the much condemned ambulance 
ehasing ;” when it is said that its “primary 
aim is to earn the commissions attached to 
the office and the profits therefrom ;” when 
it is charged that the trust official fails to 
appreciate “that in the creation of the fidu- 
ciary relationship there must be applied 
higher principles than those governing ordi- 
nary commercial dealings ;” and, finally, that 
he is tempted to “disregard the fundamental 
principles governing trust relationships.” 

I can say to you, gentlemen, out of thirty- 
seven years’ experience as a trust official, 
with the benefit and I may also say with the 
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very great pleasure of personal and intimate 
contact with hundreds of officers of trust 
institutions throughout the country, that he 
is, as a type, a man of the highest charac- 
ter, of unquestionable mental and moral in- 
tegrity, whose conduct is guided by ethical 
principles just as rigid and severe as those 
of any profession, and who deals with his 
clients with a full and sympathetic under- 
standing of their troubles and needs. In 
serving and advising his clients he is not 
influenced in the slightest by the compensa- 
tion which his employer receives. It can- 
not be said that he is so influenced any more 
than it can be said of the members of the 
two great professions of medicine and law— 
and it cannot be truthfully said of them. 

This denial of the reflections which have 
been made upon the character of the trust 
official and upon the motives of the trust 
institution is not needed in so far as the 
present clients of those institutions are con- 
cerned. The growth and extent of the trusts 
committed to their care is sufficient confirma- 
tion of the fact that they are satisfied with 
the relationships which they have estab- 
lished with those institutions. I do believe, 
however, that the time has come to say these 
things for it is impossible to adjust mis- 
understandings between groups which are 
serving the public if the sincerity, integrity 
and motives of one group is attacked by 
the other. I say this in all friendliness and 
only in a spirit of helpfulness. 

The life of the trust official runs the whol2 
gamut of human experience, having to do 
with the problems of every known form of 
property and every kind of business and oc- 
cupation—with tragedy, pathos and comedy. 
His relationship with his clients is a very 
personal and intimate one, similar to thai 
of the minister, doctor and lawyer, for the 
administration of property and the disposi- 
tion of income from it is inseparably bound 
up with family and living problems and 
personal relations generally. . . 


(Nore: To illustrate the varying and oft- 
times eccentric and amusing experiences en- 
countered by trust officers in connection with 
their duties, Mr. Stone recited some actual 
cases at this point in his address.) 


Cumulative Experience and Judgment 
Someone is authority for the statement 
that all the property in a given community 
passes through the probate court once in 
each thirty years. Whether or not this is 
true, it is certain that the trust institution 
because of the nature of its business has to 
do with every form and kind of property. 
(Continued on page 249) 
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approximately 3500 tons, this entire 
vault equipment was built in the York 
factory at York, Pennsylvania and is 
being installed in the Bank of Japan 
at Tokyo by York engineers. 
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It fits today’s 
buying mood 


The telephone meets today’s 
buying temper by giving bigger 
money’s worth than ever before. 
The coin that buys a call today 
gets improved service, better 
voice transmission, quicker con- 
nections, more miles. 

Improvements like these do 
not spring up overnight. They are 
the result of patient research, of 


honest self-criticism among tele- 


phone workers seeking and find- 
ing ways to “do it better’. 

The policy of giving greater 
value finds public response in the 
use of the telephone, which has 
made possible the American Tele- 
phone and Telegraph Company’s 
record of uninterrupted dividend 
payments for more than 50 years. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts’? ? 
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HOW HAVE PREVAILING BUSINESS CONDITIONS 


AFFECTED THE LIFE INSURANCE TRUST 
MOVEMENT? 


RESPONSES OF LEADING TRUST EXECUTIVES TO QUESTIONNAIRE 


LESLIE G. McDOUALL 
Associate Trust Officer of the Fidelity Union Trust Company of Newark, New Jersey 


(Eprtor’s Note: An outstanding feature of the recent thirteenth Mid-Winter Trust 
Conference held in New York City was the summary of a questionnaire and comment 
thereon submitted by Mr. McDouall, as the newly elected chairman of the Insurance 


Trust Committee of the Trust Division, American Bankers Association. 
exceptional service in fostering intelligent cooperation 


Mr. McDouall’s 


between life underwriters and 


trust officials, is in itself sufficient to impart practical interest to his discussion of the 
subject of life insurance trust business, especially at this stage when there are evidences 


of resistance and obstacles. 


His verdict is that the life insurance trust movement pos- 


sesses inherent qualities that will doubtless respond in increasing measure to courageous 


and confident action.) 


HE future stability of any economical 
group, if history be a true guide, is de- 
pendent upon mutual respect and un- 
derstanding of one another’s problems. It is 


mutual respect and understanding which un- 
derlies all cooperation. 


Nor are these two— 
understanding, respect—easy virtues to ac- 
quire. Normally, our beliefs are group be- 
liefs, and we principally think with the herd. 
Of course, once established, respect and un- 
derstanding grow naturally, and peoples so 
bound together daily present a more impreg- 
nable front to the slings and arrows of out- 
raged fortune. 

But this welding takes time. It takes pa- 
tience. It takes intelligent generosity. 

When the Life Insurance Trust cooperation 
movement was first started we attempted the 
moulding together of two unwieldy, dissimi- 
lar and yet in many ways similar, groups. 
In the past, many members of each group had 
been taught to think that their interests 
were not only divergent but actually in con- 
flict. Today as a united group we have 
achieved some sort of ungainly, spasmodic 
organization. We have witnessed the begin- 
nings of respect and understanding. And if 
we hold together, and let these two continue 
to grow, we will each year become stronger 
and stauncher in our mutual charge and in- 
terest, namely the conservation and creation 
of estates through life insurance, 


Need for Loose-leaf Minds 
Never, I believe, is there any subject on 
which the last word has been spoken. And, 


just as some encyclopedias are put together 
on the loose-leaf principle in order that fresh 
pages can be inserted as further information 
comes to light, so in individuals, in the fur- 
therance of economic progress, is there need 
for loose-leaf minds from which old ideas 
may be taken out and thrown away and in 
which new ideas may be inserted. I submit 
it is fair always to demand of each other 
that we have loose-leaf minds, and in so do- 
ing I do not feel it can be said that it is a 
presumptuous challenge to our integrity and 
dignity. You know and I know that it is 
through knowledge and still more knowledge 
and a real loose-leaf mind that men and 
women win through to success and an en- 
larging vision. 

Let us in this cooperative movement of ours 
—trust company officials and life insurance 
men alike—be an army of loose-leaf minded 
individuals. Let us unshackle our minds 
and seek, not idly await, understanding 
which will further our respect and our adapt- 
ability for the public service to which we are 
consecrated. 

Today there are indeed many pages in the 
loose-leaf mind I am talking about which 
need attention. It is our duty to be courage- 
ous, to sensibly face facts as we see them. 
I think all of us are weighing and possibly 
revising many outworn ideas as to what may 
be considered real cooperative effort. For 
many of us the past year has been a year of 
plain living and high thinking, and this is 
a new page firmly fixed in our loose-leaf 
minds. 
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Finally, there are those various pages in 
this loose-leaf mind to which I refer that 
deal with the question of life insurance trusts 
and may need revision under present day con- 
ditions. I say finally because this is the 
subject I have been asked to discuss at some 
length and the consideration of which in my 
judgment will bring to us all a deeper under- 
standing of the new phases today at work 
in this cooperative movement. 


Series of Questions Propounded to Trust 
Executives 


The pages in the loose-leaf mind- which I 
wish to discuss with you are suggested by 
the following questions asked of 35 outstand- 
ing trust executives located in 23 cities and 
17 states. The replies represent laborious 
accumulation and cautious reasoning and 
are stimulating because of the varied points 
of view. You will find that many of the 
statements differ from your own convictions, 
but the mixture of opinion is so worthwhile 
because it keeps our minds alive. 


Here are the questions: 


1. What has been your experience with in- 
surance trusts during the past year as 


compared with the recent years of better 
business conditions? 


Has the general business situation great- 
ly affected new insurance trust business? 


Has there been any substantial number 
of lapses of trusteed policies? 

Do you find that you have had consider- 
able activity dealing with the request of 
the insured to withdraw policies for the 
purpose of borrowing thereon? 

Are you encountering any new difficulties 
in selling insurance trusts? 

Do underwriters cooperate? 


Do you find optional modes of settlement 
being pushed more strongly than in the 
past? 

. As a result of your experience in good 
times and bad, how would you appraise 
the importance to your institution of in- 
surance trusts as compared with wills, 
living trusts and other services offered 
by your department? 

Has any considerable volume of life in- 
surance trusts become active through the 
death of the insured? 

Has the collateral business been profit- 
able? 

What importance do you attach to the 
business insurance trust, both from the 
standpoint of your institution and from 
the standpoint of the client? 


Of course with the little time at my dis- 
posal it is only possible for me to give a 
short resume of the answers that have been 
received to the questions just mentioned. 

The first two questions which I think some- 
what overlap are as follows: 


Question 1: 
What has been your experience with in- 
surance trusts during the past year as 
compared with the recent years of better 
business conditions? 


Question 2: 
Has the general business situation greatly 
affected new insurance trust business? 


The answers to these questions indicate 
very clearly that with most of the banks, in- 
surance trusts have fallen off in volume in 
the year 1931. In a few instances our mem- 
bers report that the insurance trusts have 
increased substantially. In many of the in- 
stances where they report either an increase 
or a decrease in the year 1931 they attribute 
this change chiefly to the addition or the 
resignation, as the case may be, of new busi- 
ness solicitors during that year. All seem 
to agree that the general business condition 





TRUST COMPANIES 


The Oldest Trust Company in Massachusetts 
Established 1868 
and its affiliated banks 


Offer Complete Fiduciary Service for Corporations 


Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 





has been in a large measure responsible for 
the decrease in the volume of business. 
There is one bank which had this to say: 
“No class of business has remained unaffected 
by the business depression and the decline 
in security values, and the insurance trust 
business is no exception. I think, however, 
that it has probably been less affected than 
almost any class of business I know.” 
Several banks who had an increase for the 
year in this class of business attribute that 
increase to the general business condition 
and the unrest in the security markets as 
having had a beneficial effect. It seems most 
opportune to draw attention to the state- 
ment of the Comptroller of the Currency 
contained in the report compiled for the fiscal 
year ending June 30, 1931: “The impres- 
sive indorsement of the corporate fiduciary as 
the conservator and administrator by the in- 
suring public of policy proceeds is revealed 
by the substantial growth in the number of 
institutions, and the volume of insurance 
trusts created during the past fiscal year.” 


Question 3: 


Has there been any substantial number of 

lapses of trusteed policies? 

There seem to be three types of answers 
to this question: “Yes,” “No,” or “We do 
not know because we have no way of check- 
ing.’ The general reflection is that there 
have not been many lapses of trusteed poli- 
cies—the percentage of lapses to the total 
amount of policies trusteed is but a fraction 
of 1 per cent. There are three cities who re- 
port a substantial number of lapses, whereas 
the rest of the cities report few, if any, 
lapses. The reasons offered by the banks 
reporting few, if any, lapses are as follows: 

The careful selection of the type of busi- 
ness—insurance trust clients belong to a high 
financial classification and the existence of 
an insurance trust serves as a deterrent to 
lapsation; (my own personal experience has 


proven the latter statement many many 
times). The high regard of the insured for 
their policies—people who think enough of 
their insurance to work out a trust for its 
proceeds will sacrifice their policies only in 
an extreme emergency. 


Some of the answers suggest that our mem- 
bers should study the statistics which the 
year’s business reflects. If this were done 
more universally it would be possible per- 
haps to discover the cause of the lapses which 
do occur and to base thereon methods to 
check the same. This depression has cost 
us some things we have created but it has 
not robbed us of our power to create. As I 
see it—it is a challenge and not a catastrophe. 


Question 4: 
Do you find that you have had considerable 
activity dealing with the request of the in- 
sured to withdraw policies for the purpose 
of borrowing thereon? 


The business depression has brought many 
hitherto ignored questions into a prominent 
position demanding attention and some solu- 
tion. In the insurance trust business one of 
the matters which has been forced into the 
limelight is that of borrowing on insurance 
policies subject to a trust agreement. As we 
expected all but a very few of the banks 
questioned assert that there has been con- 
siderable activity dealing with the request 
of the insured to withdraw policies for the 
purpose of borrowing thereon. 


Replies further indicate that there is no 
uniform practice among our members regard- 
ing their requirements as to whether or not 
policies must be deposited upon the execution 
of the trust agreement. All of this activity 
raises the question of whether or not our 
members are being properly compensated as 
to activity for unfunded life insurance trusts. 
The Committee is not prepared to make any 
recommendations at this time. 
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Question 35: 


Are you encountering any new difficulties 
in selling insurance trusts? 


Two main difficulties, speaking broadly, 
seem apparent in selling insurance trusts. 
These are—conditions rising out of the pres- 
ent situation; and a change, felt by some 
companies, in underwriters’ cooperation. Un- 
der the first of these headings we find the 
most significant influence that of the loss of 
confidence in financial institutions. I think 
that every one of us should use every effort 
within his power to bring about-the restora- 
tion of confidence the lack of which has not 
only affected the insurance trust movement 
but has very materially affected the business 
of the insurance companies of America. Else- 
where, as in Newark, business conditions lim- 
ited the number of choice prospects. 

Under another heading we shall consider 
more fully the cooperation of underwriters, 
about which there is a great difference of 
opinion among trust executives, due no doubt 
to the fact that there is a difference in the 
underwriters and trust executives them- 
selves in the several cities. Let it suffice to 
say here that the decrease or even total lack 
of cooperation of underwriters is rightly con- 


sidered a difficulty in some cities where such 
an unfortunate circumstance exists. In this 
connection we also have the problem pre- 
sented by the optional settlement plans of 
insurance companies. Many people feel and 
in fact are encouraged so to feel by life un- 
derwriters that insurance companies are 
safer and that they are protecting their funds 
by putting them under the direct custody 
of the issuing company, Such criticism is 
almost shamed into silence by the achieve- 
ment of the past few years. 


Some of our members report no new diffi- 
culties in selling insurance trusts and one 
bank particularly emphasized that their ex- 
perience in 1931 had been that the under- 
writers most successful in selling a large 
volume of insurance were those who used the 
estate and trust approach. This effort of 
ours will be entitled to success only as long 
as it will furnish with safety and economy 
what is desired by the public. 

Question 6: 

Do underwriters cooperate? 

The answers to this question are indeed 
very interesting. They are mixed: About 
one-third of the banks state that they have 
had little or no cooperation from under- 
writers. The others firmly believe that un- 
derwriters are cooperating to a great extent 
and are very valuable in the extension of 
trust business. 

There are some who say that the experi- 
ence of the last few years has shown the ad- 
visability of selecting and cultivating only a 
small group of life underwriters who are 
equipped to undertake solicitation of desir- 
able trust business. Even those banks who 
feel that cooperation has slackened practi- 
cally to the point of non-existence frankly 
admit that there are a few underwriters who 
cooperate and understand the trust approach. 
Business conditions, too, they state, are large- 
ly responsible for the appearance of non- 
cooperation: the life insurance business has 
felt the effect of economic conditions to such 
an extent that the underwriters’ attention 
has been centered on the sale of insurance 
rather than the disposition of the proceeds. 
One bank says: “Their cooperation is not 
worth having. We can get this business with- 
out them,” whereas another bank says, “The 
average life underwriter is not equipped to 
undertake successful solicitation of desirable 
trust business.” 

It might be said that many of the banks 
throughout the country squandered their way 
into the life insurance trust movement and 
are now wondering what to do about it. So 
are the underwriters. 





TRUST COMPANIES 


i 


CUBA 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Havana Cable—Trustco” 


Ancillary Service 


In Alabama 


PLE your trust matters in the 
hands of Alabama’s oldest trust 
company for economical and expert 
management. Correspondence invited. 


BIRMINGHAMIG Rust 





Question 7: 

Do you find optional modes of settlement 

being pushed more strongly than in the 

past? 

The answers to this question are nearly 
unanimously in the affirmative. One opinion 
is that the underwriters are taking advantage 
of the fact that the public is impressed by 
the excellent records of the insurance com- 
panies in contrast to the insecurity of other 
investments. One trust man puts it: “The 
average underwriter seems to feel that there 
will be less resistance to the purchase of 
additional life insurance if he stresses guar- 
anteed principal and income to the benefi- 
ciaries as afforded by the options in his ap- 
proach than if he were to stress the advan- 
tages of the insurance trust.” But this does 
not refer to the average underwriter, who re- 
alizes the efficacy of trusts. Discrimination 
should be used and trust companies would 
waste less time on poor underwriters. There 
should be carefully selected a group of in- 
surance men who have a thorough knowledge 
of the services, offered by their companies 
and by trust companies, as well as a realiza- 
tion of the services they may mutually render. 

One bank says: “We believe that insur- 
ance men are satisfied that we are heartily 
in cooperation with them in an effort to de- 
termine in each case which form of settle- 
ment is most advantageous to the prospect.” 
Those insurance men are ones interested pri- 
marily in their client and the proper arrange- 
ment of his estate, and those are the men 
with whom banks wish to do joint business. 

Settlement options are being strongly em- 
phasized and broadened with each day. Some 
insurance companies may be going too far. 
Question 8: 

As a result of your experience in good 

times and bad, how would you appraise 

the importance to your institution of in- 

surance trusts as compared with wills, liv- 


ing trusts and other services offered by 

your department? 

Only one responding bank put insurance 
trusts down as of the greatest importance. 
The officer consulted in this bank expressed 
himself as follows: “We consider it the most 
valuable form of business, It is an easy sub- 
ject to introduce, it is easy to get, the prop- 
erty when received is in the form of cash, 
and it is a valuable introduction to a man’s 
other trust business.” These qualities are, of 
course, some of the outstanding qualities of 
life insurance trusts and prove the value 
of the same, but in the minds of all the other 
trust executives questioned, they are not as 
great as the qualities which make wills 
and living trusts more valuable. 


The majority say that the administration 
of estates will always be of the first impor- 
tance to trust companies, because of the larg- 
er fees realized and because of the fact that 
a will, if the testator has any estate at all, 
results in more trust business. Also the aver- 
age will maker is usually much older so that 
the likelihood of losing this business would 
seem to be less. 


Some express the opinion that living trusts 
are more important than insurance trusts— 
and, in some instances, than wills. This 
opinion is based mainly on the immediate 
compensation realized by the trustee. Also 
the principals in the arrangements of wills 
and living trusts become familiar with the 
bank’s service and are, therefore, less likely 
to change due to unconfirmed rumors or other 
causes. This, as one banker puts it, makes 
living trusts and agency business much more 
stable. 


The insurance trust is regarded as of great 
importance by some and as almost negligible 
by others. One trust executive says the 
growth of the living trusts is largely attribu- 
table to the development of the life. insur- 
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ance trust contemporaneously with it. An- 
other believes that insurance trusts should be 
stressed as strongly as wills and living trusts, 
since the bank should endeavor to link living 
trusts with insurance trusts and at the same 
time secure wills from the settlor. 


Other Significant Qualities of Insurance 
Trusts 

Many other significant qualities of insur- 
ance trusts are revealed in the answers to 
this question, namely: 

1.—They are a good feeder for wills, tes- 
tamentary trusts and frequently living 
Caen: 

—They have a stronger appeal to the gen- 
oval class of people, particularly in view of 
the fact that they do not require a severance 
of the individual’s present property from 
him, as is the case with living trusts; 

3.—They stay more nearly at par than any 
other class of business through thick and 
thin ; 

4.—They represent the cleanest possible 
sort of trust business and we are not offering 
the best possible service to our estate clients 
if we fail to stress them; 

5.—The proceeds of life insurance trusts 
are more easily administered than any other 
kind of business, with the possible exception 
of cash received when living trusts are cre- 
ated. 

It is rather early in the development of 
these services to appraise accurately their 
relative importance, but the present experi- 
ence of most banks shows that while volun- 
tary trusts and custody accounts are well 
worth while for present profit, taking the 
long view wills are still the dollar profit 
leader with voluntary trusts second. 


Question 9: 
Has any considerable volume of life insur- 
ance trusts become active through the 
death of the insured? 


Four banks answer this question in the 


affirmative, one saying it has had two and a 
half million dollars of life insurance trusts 
become active through the death of the in- 
sured. All other banks questioned admitted 
very little activity of this type. With many 
the reason was the comparative newness of 
the movement. Not only is the development 
of this type of service young, but also the 
creators of life insurance trusts are in most 
instances young. But the law of averages 
has not had time to take effect. 

Our experience in Newark, supplemented 
by the experience of several other banks 
who have been working in this field more 
than five years, shows that trusts are now 
beginning to fall in with a total volume to 
date which is quite encouraging. Our en- 
thusiasm for insurance trusts is bound to 
grow as we realize the profits thereon, and 
the clean administration and distribution 
thereof. 

Question 10: 

Has the collateral business been profitable? 

With few exceptions the banks answering 
this question agree that one of the outstand- 
ing qualities of life insurance trusts is the 
means of entree which they supply to profit- 
able trust business of other types as well as 
business: for other departments of the in- 
stitution. In many instanees banks secure 
the collateral business at the same time as the 
insurance trust. One bank is unique in say- 
ing that “collateral business, such as wills, 
from life insurance trusts has been negligible. 
As a matter of fact, the situation is usually 
reversed. The prospect talks with us about 
his will and if he is a life insurance trust 
prospect, the will is usually obtained first, 
and then the life insurance trust comes in 
as collateral business.” But the experience 
of other banks is in contrast to this. As one 
banker expresses it—‘“All of our new busi- 
ness men make contacts with the idea of sell- 
ing the whole estate problem to a man and 
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not any single feature of it. In some cases 
the insurance trust has been collateral to 
the matter of the will and a living trust.” 

In Newark we have found the collateral 
business very profitable. Practically in every 
ease we get a will with an insurance trust 
because our efforts are to program toward 
one financial goal. 


Question 11: 

What importance do you attach to the 

business insurance trust, both from the 

standpoint of your institution and from 
the standpoint of the client? 

More than one-half of the banks questioned 
to some degree share the views expressed by 
Charlton Alexander at the recent Mid-Con- 
tinent Conference, This group of banks 
doubts the value of business life insurance 
trusts in most instances and believe that in 
the long run the business life insurance trust 
is unprofitable. The cases are few and far 
between where a bank should accept business 
life insurance trusts because they are fraught 
with difficulty, if not danger, and are nearly 
always unsound as they have been generally 
advocated. “The percentage of mortality of 
this class of business is very high.” Many 
reply somewhat as follows: ‘More impor- 
tant to the client than to our bank.” 

One bank who favors this class of trust 
says, “I don’t see that there is much dyna- 
mite in it if it is used as a reasonable tool 
by life insurance men and trust men without 
high pressure.” Another replies, ‘The busi- 
ness insurance trust is valuable principally 
because it establishes contact with a number 
of individuals in the business whose affairs 
logically come under discussion as part of 
our business insurance trust program.” An- 
other says, “But the collateral business we 
are able to obtain justifies our taking on this 
class of business.” 

There is a suggestion made by some of 
the bankers that further study should be 
given to the question of fees to be charged 
for this type of service. 


Right to Expect More Friendly Attitude 
From Insurance Interests 

It is quite evident that the banks are di- 
vided as to the value of the business life in- 
surance trusts. We cannot settle the matter 
—take your pick of the plan you like best. 

Whatever may come in the future of the 
attempted cooperative movement, it must be 
admitted that great and profitable advantage 
has been derived by the life insurance inter- 
ests from the support given them by banks 
and trust companies. It seems that it is only 
fair that the banks of America have a right 
to expect life insurance companies, officials 
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and life underwriters to show a more friendly 
attitude toward the whole development if 
they expect the banks to continue their ef- 
fort to sell for them more and more life 
insurance, as they have done in the past 
years through their advertising and analysis 
of individual situations, It has never been 
our custom to brag or claim credit, but in 
the light of conditions today, I am going for 
a moment to overstep the bounds of strict 
propriety, and act the braggart. 

I can remember the day when if a prospect 
entered a bank—almost any bank, my own 
if you please—and asked his financial ad- 
viser what he thought about life insurance 
or the credit standing of a life insurance 
company, he did not get an enthusiastic an- 
swer. In fact, he was often told not to buy 
insurance. Or if discussing the credit stand- 
ing of life insurance companies, the banker 
harked back in memory to the dark days of 
1907, and the Hughes investigation. Today 
this has all been changed, and changed if you 
please by the members of this Association. 
The banks have come through in a fine way. 
And insurance men, be they home office offi- 
cials or underwriters, should remember that 
the very last thing they want to start today 
is any reversal of this condition or any criti- 
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cism of insurance companies by banks. I am 
sure none of us will refuse a shipment of 
cooperation from any insurance group. 


Carrying on with Confidence and Courage 


This movement concerning the life insur- 
ance trust is surprisingly lifelike. As it is 
popularly known it was born about nine 
years ago; it has grown in an unprecedented 
manner. As to whether or not it must die 
will depend upon the efforts of the banks of 
America and not the efforts of any insurance 
group. The resistance experienced during 
the last year or two is what many of us 
need to raise us as it raises the airplane or 
the bird. Many of us need obstacles against 
which to sharpen our strength and stimulate 
our growth. “To overcome difficulties is to 
experience the full delight of existence.” 

I would not be misunderstood as being of 
that group which is doubtful of the value 
of the cooperation to be expected from un- 
derwriters. My own personal experience and 
the experience of my own company in New- 
ark have been most unique. We in Newark 
believe in the underwriter first, last and al- 


ways, and we believe that the insurance trust 
is a simple proposal of cooperation for an 
important public purpose. 

In closing may I say that oceans and cata- 
racts of ink have been spilled in discussing 
and cussing the many phases of this develop- 
ment. I have attempted to convey a sum- 
mary of what is going on nationally. I am 
still one who believes in the words of Herbert 
Spencer, who says that “Always toward per- 
fection runs the mighty movement.” The 
future of the life insurance trust in America 
will be what each of us chooses to make it. 
Let us carry on with confidence, courage and 
consideration. e006 


Frank M. Gordon, vice-president of the 
First National Bank of Chicago, and vice- 
president in charge of the bond department 
of First Union Trust & Savings Bank, has 
been elected treasurer of the University of 
Illinois, 

Harry H. Rogers, chairman of the board 
of the Exchange National Bank & Trust Com- 
pany of Tulsa, has retired from that office 
and been succeeded by John H. Markham, 
Jr. 
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bankruptcy. ) 
Cumbersome Procedure for Probate of quential compared to the number of bona fide 
Wills cases in which the probate of the will is 
impeded by trumped-up and spurious con- 
tests of the validity of the document. The 
legal presumption is that a will is valid 
until proved otherwise. The operation of our 
procedure in requiring the citation of vari- 
ous classes of relatives of the decedent be- 


HE formalities attendant upon the 
probate of wills in New York State are 
not only cumbersome and vexatious, 
they are the occasion of grave injustice in 
many cases. Our present procedure offers a 
bounty to the relative of the decedent who 
will contest the validity of a will offered for 
probate. Time after time we learn of cases 
in which distant relatives have come for- 
ward to contest the validity of a will on the 
ground of undue influence or lack of testa- 
mentary capacity. In many instances the 
contestants have not only been comparative 
strangers to the decedent, they have not 
even known of the existence of the decedent 
or their relationship to him. But the at- 
torneys for the proponents of the will, in 
citing relatives or alleged relatives of the 
decedent within certain specified classes, have 
called to the attention of these persons the 
existence of an estate with which they may 
be in some way identified by the accident of 
birth. They are lured by the prospect of 
dabbling their fingers in a luscious financial 
pie. The result is that every possible pre- 
text, rumor and argument, much of it scan- 
dalous in character, is seized upon and capi- 
talized to prevent the prompt probate of a 
will, obviously valid, in the hope that a 
substantial payment for the withdrawal of 
the alleged claim will be made by those 
interested under the will. 
There are, of course, a few cases in which 
there is a real question of fraud or undue 
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fore the will may be admitted to probate 
abolishes this presumption as a practical 
matter and puts a premium upon the contest 
of the will. 


We might well adopt the procedure of 
some of our neighboring states with respect 
to the probate of wills. The practice in New 
Jersey makes an interesting study in con- 
trasts: 


Probate Practice in New Jersey 

Sec. 13 of the section of the Compiled Stat- 
utes of New Jersey dealing with the Orphan’s 
Court and the Probate of Wills (3 Comp. 
Stat. of N. J. 3817) provides: 

“The surrogates of the several counties of 
this state shall take depositions to wills and 
admit same to probate, and grant letters tes- 
tamentary thereon; but in case doubts arise 
on the face of a will, or a caveat is put in 
against proving a will, or a dispute arises 
respecting the existence of a will, the surro- 
gate shall not act in the premises but shall 
issue citations to all persons concerned to 
appear in the orphan’s court of the same 
county, which court shall hear and determine 
the matters in controversy.” 

Sec. 15, Cum. Supp. Comp. 
provides: 


Stat. 


2603 


“No will shall be admitted to probate be- 
fore the ordinary or surrogate until after 
ten days from the death of: the testator; 
provided, however, that the petition for the 
probate of any will may be filed and the 
depositions of the witnesses thereto; and the 
qualification of the executor, executors or 


administrator with the will annexed may 
be taken at any time subsequent to the death 
of the testator and before the will be ad- 
mitted to probate. 

“No will shall be admitted to probate by 
the ordinary until proof be made that no 
caveat against the proving of such will has 
been filed in the office of the surrogate of 
the county where the testator lived at the 
time of his death or that- notice has been 
given to all persons concerned of the appli- 
cation to the ordinary for such probate.” 

Sec 202, 3 Comp. Stat. of N. J. 3888 pro- 
vides: 

“Proceedings of surrogates respecting the 
probate of will shall be subject to appeal to 
the orphan’s court by any person interested, 
or other person legally representing him, and 
to proceedings thereon, as if the will had not 
been proved; provided that such appeal be 
made within three months after such pro- 
ceedings, before the surrogate, or within six 
months after such proceedings in cases where 
the person appealing resides out of this 
state at the death of the testator.” 
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A practice similar in its terms is in vogue 
in Pennsylvania (Penna. Stat.—Register of 
Wills 18919 and 18940.) 


Federal and State Estate Taxes 

There has been considerable agitation in 
the newspapers recently against the imposi- 
tion of estate taxes based upon the market 
value of the assets of the decedent on the 
date of his death. Two notable instances of 
shrinkage in estates from the market value 
on the dates of death, respectively, have 
been given and bitter comment upon the 
injustice done has been provoked. 


It has been suggested that an average 
value for the eighteen months’ period follow- 
ing the date of death would be fair. While 
complaint against the amount of tax payable 
may be justified, it seems as though criti- 
cism against the market value at date of 
death as the basis for taxation were mis- 
directed. We have trouble enough now in 
getting the tax returns reviewed by the tax 
authorities with any degree of promptness. 
If the preparation and the filing of returns 
were to be delayed until eighteen months 
after the death of the decedent, the review 
and determination of the tax would drag on 
and the administration of the estate would 
have to continue open for several years. This 
would be unsatisfactory to everyone con- 
cerned—to the members of the decedent’s 
family, to the executor and to the state and 
Federal governments. 

But disregarding the delay in having the 
amount of the tax finally fixed, to have the 
average value of securities in an 18 months’ 
period following the date of the decedent’s 
death used as the basis for taxation would 
be a mixed blessing. Under present condi- 
tions the amount of tax paid would be very 
much less if that measure were used. But 
in the case of the estate of decedents whose 
deaths occurred between 1923 and 1928, the 
amount of tax payable would in almost every 
instance have been very much higher than 
the tax actually paid in these cases, and 
a tax based on values greater than those 
prevailing at the date of decedent’s death 
would have evoked wails of protest against 
the injustice of such a measure. While the 
market value on the date of death as the 
basis for tax calculations is arbitrary and 
in rare instances works an injustice, it has 
the merits of definiteness, simplicity and 
speed and in the large majority of cases it is 
perfectly fair and reasonable. 

The criticism which should be voiced is 
not that of the basis of valuation used in 
assessing inheritance taxes but against the 
rates of these levies which are applied. These 
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taxes are misnamed. They are not in reality 
taxes upon the estate of the individual at 
all. The tax is assessed in the name of his 
estate but the burden of the levy falls upon 
his widow and children at a time when the 
payment of any tax adds to a bereavement 
which is already sufficiently tragic. If these 
taxes were honestly described they would be 
referred to the taxes on widows and 
children. 


as 


A Cowardly Form of Raising Revenue 

The inheritance tax is a cowardly form 
of revenue raising. Not one man in ten 
has any conception of the amount of taxes 
which will be levied upon his property at 
the time of his death. A few who feel the 
infirmities of advancing age make inquiry 
and attempt to make suitable provision. But 
notwithstanding all that has been said by 
the trust companies and the life insurance 
companies on the subject, the number of in- 
dividuals who have made or can make ade- 
quate provision to meet inheritance levies is 
pitifully small. In many instances no con- 
sideration is given to the subject because of 
the expectation of many years of useful life 
ahead. When death comes unexpectedly to a 
young man in the course of accumulating an 
estate, the tax is especially severe. 

As the Secretary of the Treasury has 
pointed out the appropriation of part of an 
estate as an inheritance tax for the pur- 
poses of government is a consumption of 
principal which as an economic measure finds 
justification only in time of financial strin- 
gency. He has said: “It should be remem- 
bered also that estate taxes come not out of 
income but out of capital. In spending such 
taxes the Federal Government and the states 
are living on the country’s capital and by 
just so much are reducing the country’s fu- 
ture earning power. * * *” 


The individual against whom income taxes, 
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personal property taxes and real estate as- 
sessments are levied during his lifetime can 
make vocal his objection to the character 
and amount of the taxes imposed. But in- 
heritance taxes, being everybody’s business, 
are nobody’s business and those who really 
pay them, the widows and dependent chil- 
dren of the state, are oblivious 'to the exist- 
ence of the tax or its amount because the 
circumstance which creates the tax liability, 
namely, the death of the husband and father 
of the family, and the results which flow 
from it, are a subject the contemplation of 
which is highly disagreeable to them. When 
the tax becomes due there is no escape from 
it and protest is futile. 

In any consideration of this question we 
are charged with bias, but a moment’s re- 
flection will demonstrate that while we of 
the trust companies do pay many of these 
taxes, the money to pay them comes from 
the estates we serve. I am no advocate of 
legislative lobbying, but with inheritance tax 
rates what they now are and threatened in- 
creases of substantial proportions, it might 
not be inappropriate for the trust companies 
to interest themselves in the rates of taxa- 
tion which are now in effect and those 
contemplated, at least to the extent of mak- 
ing the public realize just how much these 
taxes amount to. 


Liability of an Executor for Erroneous Distri- 
bution of an Estate Made in Good Faith 
Under a Decree of Court 


The trust companies of New York State in 
acting as executor and trustee under wills 
distribute millions of dollars’ worth of prop- 
erty annually, after exercising good faith 
and due diligence and under the supposed 
protection of court decree. There is little 
realization that notwithstanding the court 
decree a personal liability on the part of 
the executor persists. 
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In Ellis vs. Kelsey (241 N. Y. 374), decided 
by the Court of Appeals in December 1925, 
one of the New York City trust companies 
qualified and acted as trustee under the will 
of a decedent who had died in 1900. Account- 
ings were filed in 1910 and 1912. Distribu- 
tion based on decrees entered in these pro- 
ceedings had been made by the trustee. This 
distribution did not include a woman named 
“X” who began suit in 1916, claiming that 
she was a blood relative of the decedent, as 
such was entitled to share in the distribu- 
tion of his estate, and that she should have 
been cited and included as a necessary party 
in the earlier proceedings. 


Officers of the trust company with whom 
I have discussed this case inform me that 
the woman was a rank imposter but that by 
the time she had begun her suit in 1916 all 
the witnesses who had previously by their 
testimony refuted her claims were dead. This 
woman succeeded in establishing her alleged 
relationship to the decedent and the court 
held the trustee individually liable to her 
for the amount of distribution which she 
would have received had she been included 
as a participant in the distribution in the 
prior accountings. The court held, moreover, 
that she was entitled to interest on these 
funds at 3 per cent but that the trustee 
might be permitted to take credit for com- 
missions and counsel fees in arriving at the 
amount payable to her. 


This condition still prevails. It is grossly 
unjust that executors, trustees and other 
fiduciaries, acting with every possible dili 
gence and in good faith, and accounting to 
the court, should not be fully protected in 
any action taken by them in reliance upon 
the decree of the court. The filing of an 
accounting should be notice to all the world 
that any claims against the fund accounted 
for must be presented to the court in ac- 
counting proceeding. Otherwise, the acts of 
the fiduciary with respect to the fund made 
in conformity with and pursuant to the de- 
cree of the court will be final and binding, 
and the individual liability of the fiduciary 
with respect to such property terminated. 
This is the law in other jurisdictions and it 
should be the law of New York. 


Procedure for Accounting by Trustee Under 
Living or Voluntary Trust 


One of the most important classes of 
business with which we are dealing today is 
the living trust, and in the discussion of 
the particular phase of the subject to which 
I wish to direct your attention we may in- 
clude life insurance trusts. The court pro- 
cedure which must be followed when a liv- 
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ing trust or life insurance trust terminates, 
or when for some other reason an interme- 
diate accounting is desired, is not only cum- 
bersome but inadequate and unsatisfactory. 
Consider for a moment how awkward is the 
present procedure. 


When the trust terminates by limitation 
and the trustee’s accounting is prepared, it 
is necessary for the trustee to begin a civil 
suit in the Supreme Court in which the 
other parties in interest as beneficiaries are 
named as defendants The accounting takes 
the form of an ordinary complaint in a civil 
action and has all the unpleasant character- 
istics of an ordinary lawsuit, although there 
may be no divergent or antagonistic inter- 
ests whatever. Within twenty days the de- 
fendants must file their “answer” to the com- 
plaint and then when issue has been joined 
the proceeding goes on the Equity Calendar 
and awaits its turn. The length of time 
which must elapse before the case is reached 
and disposed of will vary with the degree of 
congestion which prevails on the Equity Cal- 
endar in the different counties in the state, 
but it is not unfair to say that if the 
matter is reached and disposed of within 
a year the trustee and the parties in interest 
may consider themselves fortunate. 


In addition to being cumbersome, the pro- 
cedure is in no way adequate. There is no 
authority, statutory or otherwise, to join 
as defendants in the proceeding creditors or 
other claimants upon the fund. To be strictly 
regular in practice the trustee should begin 
suits against as many persons (other than 
the parties in interest) as there are claim- 
ants upon the fund. 

It should be possible for the trustee under 
a voluntary trust to file an accounting, to 
cite all parties in interest, all claimants and 
other creditors, and then to have the ac- 
counting settled in a proceeding which would 
be final and conclusive. ‘The filing of the 
account should be publicly advertised and 
this would be notice to the world that any 
claims against the fund in the hands of the 
trustee would have to be presented at the 
time when the account is before the court 
for confirmation; otherwise, the accounting 
would be confirmed and distribution of the 
fund, final, conclusive and binding on every- 
one (in the absence of fraud), would be 
made. 


Jurisdiction Over Voluntary Trusts 


Is it not time for someone to frame a 
suitable procedure for accountings by trustees 
under living trusts and should not proceed- 
ings in these accountings be had in the Sur- 
rogates’ Courts rather than in the Supreme 
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Court? The fundamental legal principles es- 
tablishing the relation of trusts under wills 
and trusts under living trusts are not in- 
harmonious. One is by will, the other is by 
contract. In both instruments the limita- 
tions and provisions must conform to the 
same principles of statutory and substantive 
law. The interpretation of clauses under 
both classes of instruments is governed by 
the same rules. 

The main business of 
Courts is concerned with ‘that branch of the 
law under the authority and sanction of 
which the rights of the parties in interest 
are established and the functions and duties 
of the trustee are performed. It seems to 
me highly appropriate that the jurisdiction 
over voluntary trusts should be vested in the 
Surrogates’ Courts and that the present pro- 
cedure in the Surrogates’ Courts for the ac- 
countings by trustees under wills would, 
with certain minor exceptions, suffice for 
trusts under living trusts and it would be 
a great advance over the present system. The 
business would be disposed of intelligently 
by a sympathetic tribunal, with dispatch and 
to the greater satisfaction of all concerned. 

After reducing to writing most of the 
comment on this subject which I have just 
read to you, I was much interested to learn 
that Surrogate Slater of Westchester County 
is an earnest advocate of this change. See 
his remarks on the subject in an address to 
the Federation of Bar Associations of the 
Third Judicial District of New York, Decem- 
ber 19, 1931, reported in the New York Law 
Journal Saturday, December 26, 193 


the Surrogates’ 


Necessity of Procuring Consent of Trustee in 
Bankruptcy of Mortgagor Before Mort- 
gagee Can Institute and Conclude Fore- 
closure Proceedings. 

The trust companies of the country are 
lending enormous sums of money on mortgage 
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in the United States. This has been a most 
popular and secure type of investment. It 
has not only been assumed, it has been the 
fact that in event of default in the payment 
of interest or principal (in the absence of 
fraud, duress or other extraordinary circum- 
stances) the holder of the mortgage could 
begin and carry to completion foreclosure 
proceedings. Recently, however, the Supreme 
Court of the United States has rendered a 
decision which not only places a handicap 
on the enforcement of the mortgagee’s right 
but which in very large measure abrogates 
such rights. 

In Jsaacs vs. Hobbs Tie & Timber Com- 
pany (51 U. S. 8. Ct. 270), the Supreme Court 
of the United States held that in event of 
the bankruptcy of the owner of mortgage 
real estate, the holder of the mortgage before 
being permitted to carry its foreclosure pro 
ceedings to completion must obtain the con- 
sent of the trustee in bankruptey of the 
owner of the mortgaged property. It is not 
necessary to point out that to procure the 
consent of the trustee in bankruptcy to the 
foreclosure of an asset of the bankrupt estate 
is no procedural detail. The trustee in bank- 
ruptcy may and in most cases undoubtedly 
will feel that there is an equity in the real 
estate which should be preserved, and cer- 
tainly it is unlikely that a trustee in bank- 
ruptcy will consent to such sale without a 
thorough investigation of the value of the 
property. This means delay, and delay in the 
enforcement of the mortgagee’s rights may 
not have any adverse effect on the value of 
the mortgaged property but it may have an 
effect that is both injurious and irreparable. 

Our associates in the Banking Department 
may well have occasion for alarm in the 
principle which this decision establishes. 
There is more than a possibility that it may 
be extended to classes of property other than 
real estate. Although I have not seen the 
published reports of these proceedings I am 
reliably informed that in a recent bankruptey 
of one of the largest stock exchange houses a 
U. 8S. District Court refused to permit three 
banks which held call loans of the bankrupt 
firm to dispose of the collateral which they 
held until the consent of 'the trustee in bank- 
ruptcy of the firm had been obtained. 

These are only a few of the subjects which 
may well claim our attention. It is my earnest 
hope that during the coming year we may 
all take common counsel in the consideration 
of these and kindred topics and by devoting 
intelligent opinion to their study we may ad- 
vance the interests of the Corporate Fiduci- 
aries Association and thereby the interests of 
the public we serve. 
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Death has laid claim to another noble spirit 
and master-mind in the trust company fra- 
ternity. In tracing the evolution and growth 
of trust company service, especially as re- 
lated to the New England section of the 
country, since the dawn of this century, there 
appears no personality embued with a finer 
conception of the ideals and practice of trust 
service than attaches to activities of the late 
Charles E. Rogerson, who guided the destinies 
of the Boston Safe Deposit & Trust Company 
since early in 1905. 

To meet and to know Mr. Rogerson was to 
realize that here was a man who preserved 
his high ideals from boyhood through ma- 
turer years; who never yielded his sympa- 
thies and kindly regard for his fellow men to 
motives of a mercenary nature, He under- 
stood and made a life study of the mechanics, 
the principles of trust administration; yet he 
never allowed the immediate necessities of 
management to dwarf the objectives of fidu- 
ciary protection and service. He experienced 


greater joy in guarding the interests of the 
financially needy and helpless than in merely 
conserving wealth for the sake of accumu- 
lation or perpetuating fortunes entrusted to 


the care of his institution. 

Mr. Rogerson was proud o2 the record for 
exemplary fiduciary administration built up 
by his trust company. But it is certain that 
he found even greater satisfaction in the 
splendid charitable work which has been ac- 
complished in Boston through the Permanent 
Charity Fund which was the child of his 
brain and heart. Today this Permanent 
Charity Fund, Inc., of Boston, stands at the 
forefront of all the Community Trusts or 
Foundations organized through trust com- 
pany auspices in the United States, in point 
of actual disbursements of relief and emer- 
gency funds for charitable, educational, com- 
munity welfare and kindred purposes. This 
applies to both volume of funds thus dis- 
bursed and scope of actual relief or chari- 
table work accomplished. 

Mr. Rogerson was devoted heart and soul 
to trust work. Some years ago his institu- 
tion, the Boston Safe Deposit & Trust Com- 
pany, was confronted with a decision to de- 
termine whether the principal function was 
to serve as a bank or as a trust institution. 
Mr. Rogerson convinced his directors that the 
institution should decide unequivocally upon 
a eareer as a fiduciary institution. The wis- 
dom of this course has been demonstrated by 
the rapid growth of trust business, the high 
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place which the Boston Safe Deposit & Trust 
Company occupies not only in its home city 
and state as a simon pure trust company, 
but throughout the land. 

Mr. Rogerson passed away suddenly from 
heart trouble on February 3d at his office 
and just as he was about to attend a meeting 
of the board of directors. Only a week pre- 
viously he had asked his board to be relieved 
from his active duties as president and was 
made chairman of the board. He was in his 
seventy-seventh year and had appeared in 
the best of health. Although he may have 
had some premonition he never gave any ink- 
ling to the members of his family or associ- 
ates, maintaining his cheerful and kindly dis- 
position to the last. 

Mr. Rogerson was born in Boston, Sep- 
tember 29, 1855, and was educated in the 
public schools of his native city. After he 
served his business apprenticeship he became 
associated with the Boston Safe Deposit and 
Trust Company of which he became president 
in 1905. When he became president the com- 
pany had less than $9,000,000 of trust and 
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estate funds. Under his administration the 
trust business has grown to exceed $219,000,- 
000, representing the second largest total of 
any trust company in Massachusetts. In 
1910 the business of the company had grown 
to such an extent that it was necessary to 
vacate leased quarters on Milk street and 
the company took possession of the commodi- 
ous building on Franklin street, between Dev- 
onshire and Arch streets. 

Mr. Rogerson was the type of man who 
found his greatest satisfaction in service of 
a humanitarian and charitable nature. When 
the idea of a Community Trust, such as con- 
ceived by the late Judge Goff of Cleveland, 
was first conveyed to him, Mr. Rogerson rec- 
ognized in this agency through which to ex- 
tend the sphere of trust company service into 
welfare and community affairs. His zeal and 
interest brought about the organization of 
the Permanent Charity Fund, Inc., which on 
June 30, 1931 completed the fourteenth year 
of its operations with a distribution for di- 
rect charitable and welfare work of $268,- 
000 and principal amounting to nearly five 
million dollars. The Boston Safe Deposit & 
Trust Company acted as trustee for the fund 
and Mr. Rogerson was closely abetted in the 
activities of this most useful fund by his 
son, Charles M. Rogerson, who served as sec- 
retary of the fund and who is also counsel 
for the Boston Safe Deposit & Trust Co. 

Mr. Rogerson was president of the Perma- 
nent Charity Fund, Inc.; treasurer of Rest 
House, Inc.; a member of the advisory board 
and custodian of the Francis E. Willard Set- 
tlement; director of the Massachusetts Soci- 
ety for the Prevention of Cruelty to Animals 
and active in the affairs of the Episcopal 
church of the Massachusetts diocese, Mr. 
Rogerson was also associated with a number 
of industrial and financial corporations. He 
is survived by two daughters, four sons and 
fourteen grandchildren. 


The Easton Trust Company of Easton, Pa., 
has taken over the assets of the Easton Dol- 
lar Savings & Trust Company. 

Charles A. Heckman, former secretary and 
treasurer of the Allentown Trust Company 
of Allentown, Pa., has been elected president, 
succeeding Avon Barnes, who was elected 
chairman of the board. 


John R. Davies, Jr., who has been con- 
nected with the Duquesne Trust Company 
of Duquesne, Pa., continuously since 1904, 
when he was elected assistant treasurer, was 
chosen president of the institution at the re- 
organization meeting of the directors. 
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Inheritance Tax Attorneys, Associated 
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. When a Court Order is necessary before 
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3. When an Inheritance Tax Waiver is nec- 
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by a Guardian. 
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TWENTY YEARS OF PROGRESS IN 
HAWAII 

TrusT CoMPANIEs is indebted to J. R. Galt, 
president of the Hawaiian Trust Company, 
Ltd., of Honolulu, for a statistical survey 
of the progress made in Hawaii during twen- 
ty years from 1910 to 1930, which testified to 
the economic, industrial and cultural growth 
of the territory and isles in the Mid-Pacific 
which were annexed by the United States in 
1910. The exhibit is one that compares fa- 
vorably with the most progressive states in 
the mainland. This growth is reflected in the 
advance of Honolulu as the center of Ha- 
waiian agricultural, industrial, trade and 
financial activities. As a Mecca for tourists 
Honolulu has become world-famous. 

Some of the statistics covering the period 
from 1910 to 1930 are of interest. - Production 
of sugar in tons increased from 517,090 to 
924,643. Production of pineapples in cases 
from 464,968 to 12,672,376. Number of tour- 
ists increased from 7,500 in 1920 to 18,651 in 
1930, the tourist passengers not having been 
segregated from general passenger lists prior 
to 1920. Imports increased since 1910 from 
$25,138,247 to $92,498,947; exports from $46,- 
486,412 to $103,080,863; bank deposits from 
$13,324,305 to $80,174,748; Honolulu post of- 


fice receipts from $98,005 to $544,938; as- 
sessed valuation of real and personal prop- 
erty from $150,268,467 to $417,099,391 ; build- 
ing permits from $2,400,000 to $6,786,222; 
fire insurance written from $24,348,503 to 
$130,154,495 ; population increased from 191,- 
909 to 368,336; automobile registration from 
1.015 in the year 1912 to 28,699; telephones 
installed from 2,657 in the year 1910 to 158,- 
629 recorded in September, 1930. 


NEW YORK COMMUNITY TRUST 

The New York Community Trust announces 
that, due to the increasing volume of its re- 
sources and the substantially enlarging man- 
agerial requirements thereby entailed, Ralph 
Hayes—the director of the Trust since the 
opening of its offices in 1923 and also, since 
1930, vice-president of Transamerica Corpo- 
ration—has resigned from the latter position 
so as to be free to devote a greater propor- 
tion of-time to the executive direction of the 
Trust. 

Disbursements made for charitable pur- 
poses by the New York Community Trust 
during 1931 reached a new high record in 
amounting to $190,168.21. Appropriations 
were made from 21 separate funds, as com- 
pared with 16 in 1930. 
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SOME IMPORTANT LESSONS TAUGHT BY 
EXPERIENCE OF PAST TWO YEARS 


H. F. WILSON, JR. 
Vice-president, Bankers Trust Company of New York 


(Epiror’s NOTE: 


Mr. Wilson always brings a breadth of viewpoint fortified by prac- 


tical experience in discussing investment as well as administrative phases of trust work. 
In the following, which is a reproduction of his address at the recent Mid-Winter Trust 
Company Conference, held in New York City, he says: “The problems confronting us 
in making our trust investments at this time require close study because of the risks 
involved even in the purchase of bonds which heretofore have been considered high 


grade.’’) 


N 1921, a book entitled “Other People’s 

Money” by “A Trustee” was published in 

London, and among other interesting 
comments made under the heading, “Some 
Popular Fallacies Respecting Investments,” 
was the remark: “If our foresight were as 
good as our backsight we should all be a 
heap sight better off.” 


One chapter contains this paragraph— 
“A trustee ought really not to be judged 


by results whether good or bad; he must 
stand or fall by another test altogether— 
namely, this: how would a reasonably pru- 
dent man, acting not in his own interests, 
but in the interests of persons dependent on 
him, have acted in the circumstances and at 
the time of his decision? If judgment by 
results were admitted, a lucky issue would 
whitewash the most reprehensible gamble, 
and, conversely, the most prudent exchange 
of an investment might be condemned by 
some precarious rise in the stock sold. 

“Tt is when the testator’s miscellaneous 
investments come to be sold that the trou- 
ble is likely to begin, and the protests will 
often be loudest and most insistent in respect 
of those holdings which are clearly least 
suitable for permanent retention. It may be 
taken as axiomatic that amongst marketable 
securities those which show the highest yield 
on their current value are the most hazar- 
dous. In the case of all such securities, we 
have a direct conflict between the immediate 
interest of the life-tenant and the permanent 
interest of all the beneficiaries. In such 4 
conflict the trustee, even when he has an un- 
fettered discretion, is bound to protect the 
future at the expense of the present. Hence 
his duty, as a rule, is to realize such things 


as leasehold property, shares with an un- 
called liability, shares in mines whose divi- 
dends represent, in part, a return of capital, 
shares in commercial and industrial com- 
panies and the ordinary stocks of railway 
companies.” 

There is much wisdom in these remarks 
which we would all do well to keep in mind. 

In this country no court opinion deals with 
the subject of “trust investments” better than 
the opinion by Judge Dean of the Supreme 


H. F. WItson, Jr. 
Vice-President, Bankers Trust Company of New York 
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Court of Pennsylvania. After referring to 
the broad authority to invest, contained in 
the will there under consideration, the judge 
remarked : 

“Tt was not an unlimited authority to in- 
vest the money as an ordinarily prudent man 
would invest his own. The testator had right- 
fully exercised that kind of prudence in ac- 
cumulating the fortune, and he intended that 
his death should end the risks of accumula- 
tion and the money should go to those for 
whom he had made it, on the happening of 
the contingencies specified; he took risks in 
making it which an ordinarily prudent man 
would take, but the same risks taken by 
his trustee in view of his special duty might 
be highly imprudent. He must take such 
risks only, as an ordinarily prudent man 
would take who is trustee of the money of 
others. The object of the one was to make 
money, the duty of the other was to take 
care of it—a very different responsibility 
from that of him who made it.” 

It was my privilege to deliver an address 
to the Corporate Fiduciaries Association of 
Boston in October, 1928 and a few extracts 
from that address may be interesting in re- 
trospect. For example: 


Trust Investments and Investment Trusts 


“Perhaps a few words with reference to 
so-called ‘investment trusts’ as they relate 
to our fiduciary business may be of interest. 
There has been considerable agitation re- 
cently for legislation to regulate investment 
trusts. They have a real place in the picture 
and many of them are high-class and well 
managed; others are merely speculative and 
have no limit to the amount of trust certifi- 
cates which may be issued. All of them 
are very largely dependent upon their man- 
agement and should sell on their own merits 
and not on the use of the trustee’s name. 
In a rising market it is conceivable that mos! 
of them would be successful but the present 
level of prices seems high and many invest- 
ment trusts which are now being formed 
may, over a period of years, show substantial 
losses, especially if the management is not 
of the very highest order. As the door is 
opened wider other investment trusts will be 
formed and the tendency is to relax the safe- 
guards. The higher prices ascend, the greater 
will be the danger in forming new invest- 
ment trusts.” 

During the past few years, the trend has 
been away from investment trusts and toward 
trust investments with corporate trustees. 
Under the heading—‘Common Stocks as 
Trust Investments’—the following com- 
ments, made in the same address, still apply : 
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“There is a growing tendency among trust 
beneficiaries to ask their trustees to invest in 
common stocks. It is due partly to the 
activity of investment trusts, partly to great- 
er speculative interest, wider distribution, 
ete. We have discouraged the practice in 
most cases, not only because of the greater 
risks and the high level at which most equity 
securities are selling, but also because of the 
fact that we could not obtain satisfactory 
protection. The records indicate that the 
courts do not look with favor upon specu- 
lative investments by trustees.” 

It seems to me the real difficulty lies, not 
in the reluctance of trustees to purchase com- 
mon stocks, but in the drafting of the will 
or indenture so that it will clearly indicate 
the wishes of the testator or donor, in the 
first instance. Whenever it is intended that 
a trustee purchase or hold common stocks, 
the authority to do so should be specifically 
set out in the instrument as otherwise the 
trustee assumes an unjustified measure of 
responsibility. The lawyers, as well as cor- 
porate fiduciaries could be very helpful in 
providing the necessary safeguards. Prob- 
ably the trend in the future will be to make 
less frequent provision for speculative invest- 
ments. 

We have a will, for example, which pro- 
vides that the trustee may purchase com- 
mon stocks upon the request or consent of 
all adult beneficiaries then living and that 
we are protected in doing so. Such a provi- 
sion inserted at the outset would be very 
much better than asking the trustee to as- 
sume the responsibility of subsequently pur- 
chasing common stocks where price levels 
vary much more widely than in the case of 
bonds, at least they have until quite re- 
cently. 


Lack of Uniform Policy on Common Stocks 

At the Mid-Winter Trust Conference at the 
A. B. A. held in February, 1930, a symposium 
was conducted relating to the policy of cor- 
porate trustees with respect to investment 
of trust funds in common stocks. A great 
diversity of practice was disclosed. One 
member stated it was contrary to the policy 
of his institution to invest in so-called com- 
mon stocks; he was immediately followed by 
another who stated his institutions was will- 
ing to invest in carefully selected common 
stocks up to 60 per cent of the total fund; 
still another, mentioned 10 per cent and 
others merely felt that each case should be 
considered on its own merits, which is prob- 
ably a safe although not a very enlightening 
formula. In the light of subsequent events, 
the member whose policy it was not to invest 
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any trust funds in common stocks was right. 
Consequently, his further statement at that 
time may be of interest to us now: 

“T do not believe it is proper for us, as 
trustees,” he said, “to take the risk one must 
take in buying common stocks. If we guess 
right, all well and good but if not, then there 
is no way of making up the loss except by 
further guessing. The trustee does not 
have an opportunity of creating earnings by 
his own efforts but must look to the income 
on principal of the trust and possible increase 
in value of the investments.” 

I commend to you a careful reading of 
the “Handbook on Survey of Trust Securi- 
ties,” prepared by the Committee on Trust 
Investments of the Trust Division of the 
A. B. A. copies of which can undoubtedly be 
obtained from our genial and capable secre- 
tary, Henry E. Sargent. 


Conservative Attitude Emphasized 

An “investment banker” aroused animated 
discussion at the Mid-Winter Conference in 
1930 by advocating that trust companies and 
banks should take the leadership and exert 
their influence to secure legislation and also 
advise clients when drawing wills to admit 
common legal trust investments. 
In the debate which followed, the prevailing 
sentiment of conservative trust officials was 
emphasized by Judge Thomas C. Hennings, 
now president of the Trust Division, and his 
remarks evoked a round of applause. He 
said in part: 

“We should consider very seriously making 
any announcement to the public generally 
that it is the policy of the trust companies 
of the United States to recommend the in- 
vestment of trust funds in common stocks. 
The pressure for such investments comes 
from the _ beneficiaries in most instances 
rather than from the men who create the 
trust. 

“Over a period of time, I have discussed 
with men who are settling their affairs the 
advisability of investing a part of their funds 
in stocks. In the case of older men who have 
accumulated a fortune, I have still to meet 
one instance in which that man has said, ‘I 
will authorize you to make such investment.’ 
It is true that the younger men, probably the 
more up-to-date men and the progressive men, 
do at times agree to such investment. But 
the average testator has in mind most par- 
ticularly the safety of the fund, and he is 
afraid of anything that flavors of specula- 
tion, and while the larger companies in the 
large cities may have men, or may be able 
to get men who are able to look forward, 
who are able to size up conditions, tell what 
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will happen five or ten years hence and who 
will be safe guides to follow, I feel it would 
be a big mistake for the smaller trust com- 
panies to adopt such a policy.” 

Personally, I entirely agree with Judge 
Hennings and think it would be a mistake 
for any corporate fiduciary, large or small, 
to adopt such a policy. The problems con- 
fronting us in making our trust investments 
at this time require close study because of 
the risks involved even in the purchase of 
bonds which heretofore have been considered 
high grade. A trustee must always decide 
whether in a given case he should purchase 
income with safety of principal—which is 
true in the great majority of cases—or 
whether under all the circumstances of a 
specific trust he may be justified in purchas- 
ing an income less well assured but with the 
hope of appreciation—a hope which springs 
eternal in the human mind. Trustees have a 
duty both to life beneficiaries and to remain- 
dermen and they should resist the urge to 
produce high income not only for the protec- 
tion of the remaindermen but also in fair- 
ness to the life beneficiaries themselves who 
need the income, but who often do the urg- 
ing. Safety of principal and an assured mod- 
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erate income are certainly preferable to the 
unsafe investment which is usually indicated 
by a very high yield. Looking backwards, 
we should all have been better off to have 
had all of our funds invested in short-term 
Treasury Certificates, as one of our friends 
recently remarked to me, but if everybody 
took that position business would starve, 
industry would be throttled, and confidence 
would be destroyed. Certainly every care 
must be exercised, but we must also main- 
tain our faith in our basic industries and 
in the future of our country. While facing 
the facts, our attitude should be one of 
faith, care and courage, with the sure knowl- 
edge that the sun is always shining behind 
the clouds. 


Present Investment Trends 

Trends in trust investments might be 
viewed from many angles such as yield, vol- 
ume, market value and safety. Yields on 
“triple A” bonds are largely governed by the 
rates for money. In 1904, the yield was only 
3% per cent; in 1920 it reached 5% per cent 
and at the present time is around 5 per cent. 
Here again supply and demand will control; 
at present the trend is toward a smaller sup- 
ply—except in the case of government bonds 
—but the demand is also smaller. Market 


values are bound to fluctuate and many trus- 
tees attach too much importance to those 
fluctuations. If the investment is intrin- 
sically good and produces a satisfactory yield 
it should be held through ups and downs, as 
trustees should not take a trading position 
but look chiefly for safety of principal and 
reasonable income. 

I have no doubt that the percentage of 
foreign government bonds in the hands of 
corporate trustees for personal trusts is neg- 
ligible and so diversified as to represent a 
very small fraction of any one trust. 

The trend in volume of trust investments 
and growth of trust institutions was thor- 
oughly covered by Gilbert T. Stephenson in 
his address—“The American Trust Company 
in 1930,” but it is interesting to note the 
trend in number of appointments of corporate 
executors and trustees as disclosed by the 
yearly questionnaires of the A. B. A.: 


1923 
1925 


1926 
1927 


19,128 
29,814 
44,375 


36,193 


All this proves the satisfactory services 
rendered by corporate fiduciaries, because we 
grow only as we serve—and serve well. 

The future trend of the trust investment 
business under the administration of banks 
and trust companies will undoubtedly be up- 
ward in volume and number of appointments 
and I think we are also safe in stating that 
over a period of years the trend in market 
values and income will also be upward. Trust 
investments, of course, must always be made 
on the basis of their intrinsic values at the 
time the funds are invested. Market values 
are always an important consideration and 
even in the purchase of high-grade bonds, 
trustees must necessarily consider possible 
future price trends. 


Prophesying for the Future 

Recently, in New York, a substituted trus- 
tee asked the court to define the term “rea- 
sonable time’ within which it might retain 
certain non-legal securities. The surrogate’s 
opinion held that that was a question of 
business judgment for the fiduciary, for the 
determination of which it is paid and which 
it alone must decide. The surrogate then re- 
marked : 

“What the trustee here asks is that the 
court foretell future events in relation to the 
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particular securities in question. While the 
court is not of the opinion that any ulterior 
motive prompted this request, nevertheless 
it is a fact that no less distinguished a tribu- 
nal than the Appellate Division of this de- 
partment sustained the contention that ‘any 
prediction of future events for hire is pro- 
hibited’ by Section 899 of the Code of Crim- 
inal Procedure, basing its opinion on the 
belief that ‘the legislature employed the lan- 
guage of the statute to signify its disbelief 
in human power to prophesy human events.’ 
Since the court unquestionably receives re- 
muneration for the performance of its duties, 
it might be a matter of difficulty to deter- 
mine that a compliance with respondent’s re- 
quest did not constitute a violation of the 
terms of the decision, with its consequent 
classification of the court as a disorderly 
person.” 

This being the opinion of the court, we 
may all find ourselves in the same predica- 
ment, as it seems necessary at times for 
trustees to take a definite position in holding 
securities, which amounts to “a prediction 
of future events,’ namely the probable trend 
of investments, and we also receive remunera- 
tion (sometimes quite inadequate) for the 
performance of our duties. 

In a printed informal talk, all of which 
is well worth reading, delivered to the West- 
chester County Corporate Fiduciaries Asso- 
ciation by the Honorable Geo. A. Slater, sur- 
rogate of Westchester County, New York, in 
November of 1930, made the following state- 
ment: 

“Take the case of the stock market at the 
present time. I have cases every day where 
people come in and ask, ‘What shall we do? 
The market has gone in two. Shall we sell? 
What is the character of the stock or securi- 
ties?’ They may be second, or third, or fourth 
rate securities. They have gone down con- 
siderably. It is a difficult problem to adwise 
whether to hold or sell. They may not come 
back. They may be very good securities. 
There is no fear of surcharge in these ab- 
normal times, no matter what you do, as 
long as you are not negligent, if you act in 
good faith. These are abnormal times. No 
court is going to take it out of any executor 
or trustee, individual or corporate. Of course 
not!” 

While this speaks for itself, and we also 
have in mind a contrary opinion, if there 
ever was a time to use care and diligence 
it is now, and continuous study of all trust 
funds is absolutely necessary. The trend is 
toward more conservative investments but 
of course the funds had to be invested at 
the time they were available and many se- 
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curities which were then considered first- 
class are no longer in that category. The 
markets have been so thin that they could 
not digest even medium sized orders and in 
many cases a decision to sell was purely 
academic as practically no bids were obtain- * 
able for other than merely nominal amounts. 
When market values do not represent in- 
trinsic values, there should be no needless 
sacrifice of securities by trustees, and in pur- 
chasing trust investments history, manage- 
ment, capitalization, earnings, price yield 
prospects and diversification must always be 
considered. 


An Important Development 

During the latter part of January, 1932, 
the Legislature of the State of New York 
enacted an important amendment to the 
Banking Law relating to investments legal 
for savings banks, and consequently for trus- 
tees. The bill was signed by Governor Roose- 
velt on January 26, 1932. It provides that 
all railroad securities which were eligible 
for investment by savings banks on January 
1, 1931, or have since become eligible for 
such investment, shall continue as legal in- 
vestments until April 1, 1933, provided, of 
course, that no bonds, defaulted during that 
period, would continue to be legal. It is en- 
tirely possible a further extension may be 
necessary in 1933. Until that time this bill 
will keep on the legal list a very substantial 
amount of railroad bonds. 

This legislation is of the utmost importance 
to trustees as they will not be obliged, at 
least until a reasonable time after April 1, 
1933, to dispose of securities which would 
otherwise have gone off the legal list. Of 
course, they are still free to use their dis- 
cretion as to which legal railroad bonds they 
may continue to purchase during the period 
of this practical moratorium and much care 
will be necessary. The new law in effect ex- 
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cludes the year 1931 in determining the eligi- 
bility of a railroad bond as a legal invest- 
ment. 


Elimination of Multiple Inheritance Taxation 

There has recently been another very grat- 
ifying trend with reference to trust invest- 
ments, using the phrase in its larger scope, 
and that is, the tendency away from so-called 
double or multiple taxation. Undoubtedly, 
you are all familiar with the decision of the 
United States Supreme Court in the case of 
The First National Bank of Boston, Executor 
of the Haskell Estate vs. The State of Maine. 
That opinion has been called “the death blow 
to multiple inheritance taxation” and is of 
the utmost importance to all owners of per- 
sonal property who expect to die—which is 
everybody. 

In deciding that shares of stock, like other 
intangibles, constitutionally can be subjected 
to a death transfer tax by one state only, 
the United States Supreme Court ruled: 


“4 transfer from the dead to the living 
of any specific property is an event single 
in character and is effected under the laws, 
and occurs within the limits of a particular 
state; and it is unreasonable and incompat- 
ible with a sound construction of the due 
process of law clause of the Fourteenth 
Amendment, to hold that jurisdiction to tax 
that event may be distributed among a num- 
ber of states. 

“Tt is true there are such differences be- 
tween bonds and stocks as might justify their 
being placed in separate categories for some 
purposes. But, plainly, they may not be so 
placed for the purpose of the former to a 
tax by one or more states. Both are intan- 
gibles and both generally have been recog- 
nized as resting in contract.” 

While this decision is undoubtedly not 
news to any of you, it is certainly a very 
gratifying event and I think we all owe the 
plaintiff a debt of gratitude for instituting 
and winning this suit. 

“The Lesson of the Day” 


The following article is reprinted from 
Harper's Weekly—Vol. 1, page 642, of the 
issue dated October 10, 1857: 

74 Years Aco 

“It is a gloomy moment in history. Not 
for many years—not in the lifetime of most 
men who read this paper—has there been so 
much grave and deep apprehension; never 
has the future seemed so incalculable as at 
this time. In our own country there is uni- 
versal commercial prostration and panic, and 
thousands of our poorest fellow-citizens are 
turned out against the approaching winter 
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without employment, and without the pros- 
pect of it. 

“In France the political caldron seethes and 
bubbles with uncertainty; Russia hangs, as 
usual, like a cloud, dark and silent, upon the 
horizon of Europe; while all the energies, 
resources and influences of the British Em- 
pire are sorely tried, and are yet to be tried 
more sorely, in coping with the vast and 
deadly Indian insurrection, and with its 
disturbed relations in China. 

“It is a solemn moment, and no man can 
feel an indifference (which, happily, no man 
pretends to feel) in the issue of events. 

“Of our own troubles no man can see the 
end. They are fortunately, as yet mainly 
commercial; and if we are only to lose 
money, and by painful poverty to be taught 
wisdom—the wisdom of honor, of faith, of 
sympathy and of charity—no man need seri- 
ously to despair. And yet the very haste to 
be rich, which is the occasion of this wide- 
spread calamity, has also tended to destroy 
the moral forces with which we are to resist 
and subdue the calamity. 

“Good Friends—Let our conduct prove that 
the call comes to men who have large hearts, 
however narrowed their homes may be; who 
have open hands, however empty their purses. 
In time of peril we have nothing but man- 
hood, strong in its faith in God, to rely upon; 
and whoever shows himself truly a God- 
fearing man now, by helping wherever and 
however he can, will be as blessed and be- 
loved as a great light in darkness.” 


Looking Forward 


These words might have been written in 
1932 but they were not! They were written 
in 1857, about seventy-four years ago and 
since that time we have had nine separate 
periods of prosperity! So let’s cheer up! 
Sooner or later business will return to nor- 
mal and we might just as well look forward 
to that time instead of emphasizing our past 
or present troubles. We are certainly not a 
nation of either physical or mental cowards. 
Let’s get to work! 

The conditions through which we are now 
passing are a secondary aftermath of the 
Great War. All wars destroy property and 
no greater amount of property was ever de- 
stroyed than during the period of the World 
War. Fora number of years after every war 
there is naturally a feverish effort to restore 
the destroyed property, capital and credit and 
this is usually overdone. It temporarily pro- 
duces a period of prosperity but it also stim- 
ulates unwarranted expansion of production 
and plant, and a decline in commodity prices 
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follows with the inevitable reaction, 
caused by the inexorable law of supply and 
demand. It has been so after every great 
war. A primary post-war depression—a_ pe- 
riod of prosperity —a secondary post-war de- 
pression and then a period of recovery. 

It is interesting to note from the charts 
published by the Cleveland Trust Company 
that these secondary war depressions begin, 
on an average, about ten years after the 
close of the war and that the secondary post- 
war depression, after the Civil War lasted 
about six years. This country was then a 
debtor nation. It is now a creditor nation 
and consequently much more affected by 
world conditions than it was when we were 
a debtor nation. If conditions throughout 
the rest of the world were satisfactory we 
would recover much more rapidly. Unfortu- 
nately. the reverse is the case and signs of 
an early recovery, at the present time, are 
not very promising; but, as Lord Macauley 
said in his Essays as far back as 1880—“On 
what principle is it that, when we see nothing 
but improvement behind us, we are to expect 
nothing but deterioration before us?” One 
thing is certain—sooner or later, with many 
constructive instead of destructive forces now 
at work, we shall emerge with many evils 


also 


corrected, on a firmer foundation, and pre- 
pared to go forward to a higher plane of sen- 
sible business, conservative thinking and a 
more normal flow of international trade. We 
can thus also, each of us, do our part to help 
the trend, not only in value of trust invest- 
ments, but of the entire Cause. 


&¢o¢¢ 
HILAND B. NOYES PROMOTED 

Hiland B. Noyes has been elected cashier 
of Central Republic Bank & Trust Company 
to fill the vacaney caused by the election of 
Charles C. Haffner, Jr., to the office of execu- 
tive vice-president last October. Mr. Noyes 
has been serving as comptroller of the bank. 

William E. Harrison, who has been assist- 
ant comptroller, succeeds Mr. Noyes as comp- 
troller. Mr. Harrison has been identified 
with Chicago banking for sixteen years, hav- 
ing advanced step by step from a junior clerk- 
ship at the beginning to his present new 
position. 


The Electric City Bank & Trust Com- 
pany, the Hyde Park National Bank and 
the Keystone Bank, all of Scranton, Pa., 
have consolidated under the title of the 
Pennsylvania Trust Company. 
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HUMOR APPLIED TO TRUST WORK 

H. B. Whitney, trust officer of the Deseret 
National Bank of Salt Lake City, Utah, fa- 
vors Trust CoMPANIES with the following: 

“May I cite as an example of humor ap- 
plied to trust work, the closing remarks in 
an article which appeared in the New York 
Law Journal of October 30, 1930. A lengthy 
article there, dealt with different decisions 
handed down by different courts on the ques- 
tion of taxability of certain types of trusts, 
a subject about which there seems to be con- 
siderable difference of opinion. 

“In summarizing, the writer said: ‘With 
such surprising divergencies to be drawn 
from the two decisions of the Supreme Court 
of the United States, both dealing with the 
same statute, it will be unfortunate if the 
Supreme Court itself is not asked to resolve 
the conflict. The question should be definitely 
determined for the fundamental reason that 
if transfers of this character are not taxable, 
then a breach has been made in the wall 
which may well threaten this whole section. 
As the matter stands now it would seem that 
the homely philosophy of the upstate surro- 
gate in the Matter of Dobson (73 Misc. 170) 
has been superseded. The surrogate in dis- 
cussing taxation of transfers where the in- 
come inured to the benefit of the settlor Dob- 
son for his life said: “Dobson sold the cow 
(to Thomas), but hung on to the tail and 
milk, On the evidence in this case the title 
of Thomas was as fruitless and barren as 
was Samson’s mother before the angel called. 
The woman with every other requisite await- 
ed the germ of life; so Thomas sat on the 
sands of a barren title awaiting Dobson’s 
death for full fruition.” ’ 

“My understanding is now that Congress 
has passed a law which clears up the dis- 
puted question.” 

Figures showing the earnings and the ex- 
penses of all national banks for the year 
ended June 30, 1931, are presented in tabula- 
tions prepared and distributed by the Na- 
tional Bank Division, American Bankers As- 
sociation. 

The Glen Falls Trust Company and the Na- 
tional Bank of Glen Falls, N. Y. consolidated 
recently under title of the latter with com- 
bined resources of $9,912,000. 

At the annual meeting of the stockholders 
of the Guaranty Trust Company of New York 
it was announced that the company had paid 
its dividends of $18,000,000 or 20 per cent on 
its capital stock, and had taken out of un- 
divided profits $14,000,000 to be used as a 
reserve against possible contingencies. 
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ON THE DOTTED LINE 


There is no stronger argument in trust 
solicitation than the fact that the officers 


and directors of a trust company have ex- 
pressed their good faith by naming the in- 
stitution with which they are associated as 
executor in their respective wills. There are 
many trust companies and banks which are 
today in position to make that argument. 


i ae hae i: TON! 
We, the officers of The Old National Bank 
& Union Trust Company, have named this 
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institution as Executor. For the protection of 
your family, we recommend that you have 
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AN EFFECTIVE PIECE OF TRUST ADVERTISING 


The accompanying reproduction of an ad- 
vertisement recently employed with good re- 
sults by the Old National Bank & Union 
Trust Company of Spokane, Wash., contains 
the signatures of officers of the company, 
testifying, as the advertisement states: “We, 
the officers of the Old National Bank & 
Union Trust Company, have named this in- 
stitution as executor. For the protection of 
your family, we recommend that you have 
your attorney include a similar provision in 
your will.” 

W. R. Yorkston, formerly with the trust 
department of the Liberty National Bank & 
Trust Company of New York, has become as- 
sociated with the City Bank Farmers Trust 
Company. 
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ALEX REED ELECTED A DIRECTOR 

As a complete and agreeable surprise Alex 
P. Reed, vice-president and head of the trust 
department, and Eugene Murray, vice-presi- 
dent and treasurer of the Fidelity Trust 
Company of Pittsburgh, were recently sum- 
moned to the board of directors’ room after 
the annual meeting and informed that they 
had been elected directors of the company. 
This advice is welcome information to the 
many friends of both men who are popular 
in banking and trust company circles. The 
election comes as a tribute to faithful service 


ALEXANDER P. REED 
Vice-president, Fidelity Trust Company of Pittsburgh, 


who was recently elected a director of that company 


and because of achievement. Mr. Reed is 
looked upon in trust company circles as one 
of the best authorities on trust and estate 
work. 


WACHOVIA AS VIEWED BY PATRONS 
AND FELLOW BANKERS 

The Wachovia Bank & Trust Company, 
which has the distinction of being the largest 
financial institution in North Carolina with 
head office at Winston-Salem, has reprinted 
in booklet form an unusually interesting se- 
ries of newspaper advertisements. These 
advertisements quoted the views entertained 
by a few of the 100,000 customers of the com- 
pany as to their experience in maintaining 
accounts and banking or fiduciary relations 
with the Wachovia. These Wachovia custo- 
mers as well as testimonials from fellow 
bankers testify to the high standard of serv- 
ice which has always been maintained by the 
Wachovia, based upon extended years of ex- 
perience. Among those testifying to their 
favorable experience are found the names 
of Leonard Tufts, president of Pinehurst, 
Ine.; Albert H. Wiggin, chairman governing 
board of Chase National Bank, New York; 
Charles A. Cannon, president of Cannon Mills 
Company and director of Charlotte Branch of 
the Federal Reserve Bank of Richmond; W. 
BE. Holt, president of Wennonah Cotton Mills; 
I. M. Gordon, cashier Bank of Pilot Moun- 
tain and a score or more of prominent men 
of California and elsewhere in business, 
financial and corporation affairs. 

Perey W. Shepard has been elected as vice- 
president and treasurer of the Fulton Trust 
Company of New York. 

Central Hanover Bank & Trust Company 
of New York announces the appointment of 
Victor Macdonald and William C. Crolius, Jr. 
as assistant secretaries and Egbert B. Gran- 
din as assistant treasurer. 
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WHAT IS EXPECTED OF THE RECON- 
STRUCTION FINANCE CORPORATION 


Walter Kasten, head of the First Wis- 
consin National Bank of Milwaukee and also 
president of the Wisconsin Bankshares Cor- 
poration, expressed confidence in the opera- 
tions of the new Reconstruction Finance Cor- 
poration, in addressing stockholders at the 
annual meeting: He said: “From the in- 
formation that comes to me, I judge that 
business interests look forward with confi- 
dence to the operations of the Reconstruction 
under the leadership 


Finance Corporation 
General Dawes. It is 


of Mr. Meyer and 


thought that the government will extend its 


powerful aid to those business enterprises 
that are reorganized on present day levels. 

“Worthwhile financial assistance will be 
given by the government to those business 
men who have organized themselves to cope 
with present and future conditions in such 
matters of internal business economy as 
prices, wages, and elimination of extrava- 
gance and waste. Leadership of the Finance 
Corporation in this direction will be particu- 
larly welcome to bankers like those in our 
group who are determined to extend credit 
to business men who deserve the credit be- 
cause their affairs are reorganized on pres- 
ent day levels. Of course, the government 
credits could be sadly abused if they were 
used in any attempt to slow the liquidation 
of businesses that still maintain the extrava- 
gance and waste of attempting to maintain 
former levels in the face of present condi- 
tions. Happily. the leadership at Washing- 
ton promises to avoid all such abuses of 
government credit and to wisely use govern. 
ment credit in the reconstruction of sound 
business enterprises.” 


VIRGINIA RECORDS “CLEAN SLATE” FOR 
SAFETY OF TRUST FUNDS 

Virginia now joins the big procession of 
states which are in position to show from 
official records of the banking department 
that no trust or estate funds was 
sustained where handled by banks or trust 
companies and by reason of either malfea- 
sance or failure of banks during the past year. 
In the summary of official returns under the 
title of “Integrity of Trust Administration 
Reaffirmed,” appearing in the January, 1932 
issue of Trust CoMPANIES, the Commissioner 
Bristow, advised under date of October 28, 
1931: “Up to date I know of no loss to trust 
funds in Virginia due to bank failures. How- 
ever, there are a number of failed banks 
being wound up at the present time and it 


loss to 
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is not possible to say whether or not all of 
the trust funds involved will escape loss.” 

Under date of February 8, 1932 Commis- 
sioner Bristow favors Trust COMPANIES with 
the following advice: 

“Since informing you about the conduct of 
trust business in this State, | have to advise 
that our record appears clear to date. I have 
taken the matter up with the one concern 
about which I entertained some doubt and | 
am advised by the trustee in that case that 
there has been no loss of trust funds in- 
volved.” —_—_—— 

ADVERSE EFFECTS OF PROPOSED 

HOME LOAN BANK PLAN 

Testifying before the sub-Committee of the 
Senate Committee on Banking and Currency, 
Hiram S. Cody, president of the Mortgage 
Bankers Association of America, concluded 
his arguments against the enactment of bills 
providing for the establishment of a Federal 
Home Loan Banking System, as follows: 

“There has been a strong and growing ten- 
dency for the Federal Government to usurp 
the functions of state governments in super- 
vision of local private business. ‘This bill is 
a further effort along this line. It proposes 
to take the control of real estate finance out 
of the states and put it in the hands of the 
Federal Government. Our members have 
given full support to remedial measures de- 
signed to meet the present emergency, notably 
the Reconstruction Finance Corporation. 
They have rendered active service on com- 
mittees of the President’s Conference on 
Home Building and Home Ownership. Their 
interests are identical with those of the home 
owner. If they could see any benefit to the 
home owner in this bill, it would have their 
enthusiastic support. 

“We do not challenge the sincerity of the 
sponsors of this measure. We do not assert 
that the organizations back of it are actuated 
by selfish motives, but in behalf of the un- 
organized home owners, our partners, we 
earnestly protest against any permanent 
legislation like the Federal Home Loan Bank 
which, in our judgment, would adversely af- 
fect the security behind the twenty-six billion 
dollars of mortgage assets of our financial 
institutions, and would result in the loss of 
an untold number of homes which the owners, 
in the face of every obstacle, are now 
struggling to protect.” 

R. P. Lane has been appointed assistant 
trust officer of the National Newark & Essex 
Banking Company at Newark, N. J. 

E. W. Jones, formerly assistant vice-presi- 
dent of the Iowa-Des Moines National Bank 
& Trust Co. has been made vice-president. 
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FORMULATING A SOUND CODE GOVERNING 
LEGAL INVESTMENTS FOR TRUST FUNDS 


STATUTORY VAGARIES EMPHASIZED BY RECENT 


INVESTMENT EXPERIENCE 


EDWARD J. REILLY 


Trust Counsel, Moody’s Investors Service and Associate Editor 


(Ep1ItTor’s Note: 


of ‘‘‘Trust Companies’’ Magazine 


To those engaged in the handling of trust and estate funds there 


are no problems of greater delicacy and concern than those caused by changing aspects 


of investment, especially as affecting “legals.” 


This is the first of a series of articles by 


Mr. Reilly covering this important field and intended to focus attention upon a number 
of major factors which require careful consideration if the best interests of beneficiaries 
and of fiduciaries, as well, are to be adequately conserved. The second article, to appear 
in the March issue, will discuss municipal obligations as legal for trust fund investment.) 


ment.) 


i1E convulsions of the security markets, 
particularly during the past nine months 
when railroad bonds suffered an un- 
precedented collapse in price, precipitated in 
part by the prospect of their probable re- 
moval from the so-called “legal list” in New 
York, have been the source of grave concern 


to savings bank executives and trust officers 


alike. Numerous conferences have been held, 
nostrums suggested to alleviate the situation, 
and finally make-shift legislation proposed. 

The unfortunate status of the law has 
been such that no intelligent discrimination 
is possible. Without regard to inherent in- 
vestment characteristics the statute has re- 
quired simply that certain railroad mortgage 
bonds will be legal provided fixed charges 
have been earned one and one-half times. 
When this provision was incorporated in the 
Statute it seemed to be satisfactory. Ade- 
quate earning power to cover fixed charges 
met the primary legislative requirement for 
safe investment. And under conditions such 
as obtained during a period of rapid expan- 
sion in industry and trade this apparently 
sufficed. However, an extended period of 
business and industrial recession has so 
seriously affected the earning power of the 
railroads that the only a small 
part of those which formerly qualified within 
the one and one-half ‘times fixed charges 
formula seem capable of making the grade 
lor 1952. And many of these only by ex- 
tremely narrow margins. 


issues of 


Needless Sacrifice of Trust Securities 
The situation has been a most serious one 
for those bearing ithe mantle of investment 


stewardship for savings banks and trust es- 
tates. Individual and corporate fiduciaries 
have long since sensed ‘the trend of rapidly 
disappearing earning power for the railroads 
and in many cases they have felt constrained 
to dispose of rail holdings, particularly of 
junior obligations faced with the possibility 
of dropping beyond the pale of “legals.” 
Much of ‘this forced selling has resulted in 
substantial loss to trusts which could. ill- 
afford to accept such losses. Nevertheless 
fiduciaries, having in mind some of the re- 
cent decisions which have tended to require 
heretofore unheard of degrees of sound judg- 
ment particularly of corporate fiduciaries, 
have undoubtedly sold in many cases largely 
because of the fear of possible surcharge in 
the future should ‘the issues no longer qualify 
within the statute. And thereby the markets 
for these issues became further depressed. 
One of the sad phases of the situation is 
the well understood fact that many of the 
issues which could not continue to qualify 
under the “one-and-a-half” statute, are never- 
theless excellent and highly proper invest- 
ments if true investment characteristics alone 
are considered. The service charges on many 
outstanding rail obligations such as New 
York Central 3%s of 1997, which would never 
be disturbed even if the company went 
through successive receiverships, are assured 
in numerous instances twenty, forty or one 
hundred times—yes, even with rail earnings 
at current levels. Is there any sound reason 
why fiduciaries should be compelled to sell 
such issues where unquestionably the funds 
invested are entirely safe and the income 
quite assured? Particularly when the same 
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fiduciaries may invest in a mortgage on a 
garage or theatre where the owner or tenant 
possibly may go into bankruptcy shortly, 
leaving a non-income producing parcel of 
special purpose real estate! The statute has 
lacked “balance” in this particular. But the 
makeshift proposal to extend the legality of 
all rail issues by omitting the year 1931 from 
consideration would hardly seem to be reas- 
suring. If the operation of the statute must 
be suspended, of what value are the safe- 
guards provided? 


An Intelligent and Effective Code for 
Trust Investments 

A major operation to intelligently correct 
and improve the law is necessary. That 
necessity exists not only in New York but 
in a vast majority of the states which have 
legislated at all on the subject. It will be 
the purpose of this series of articles to focus 
attention upon many of the considerations of 
investment experience which have from time 
to time found approbation in different juris- 
dictions with a view to drawing upon the 
most promising of these and attempting to 
formulate a sound, rounded policy devoid of 
the unfortunate shortcomings of present stat- 
utes and offering an intelligent and effective 
eode for trust investment, fair alike to the 
cestui and the trustee. 

As an introduction to the problem it may 
be well for us to examine some of the stat- 
utes of other jurisdictions to ascertain their 
condition. A cursory review of some of them 
reveals conditions which are unusual and 
occasionally downright odd. True, the con- 
dition of the New York statute has been un- 
fortunate in making possible castigation of 
really high grade investments on a decidedly 
unsatisfactory basis. But at least there is 
some consistency in the matter—while high 
grade bonds may suffer because of an inept 
statutory requirement, the capital stocks of 
these companies never were legal. 


Interesting Situation in Louisiana 
Now in Louisiana, for instance, no railroad 


bonds are legal at any time. But railroad 
stocks, selling at or over par, are legal pro- 
vided they have regularly paid a dividend of 
at least 4 per cent annually for at least five 
years prior to the date of making the invest- 
ment. On the basis of this statute the New 
York Central & Hudson River R. R. 3%s of 
1997 which we referred to a moment ago 
would not be legal although the issue is a 
first lien on more than 1,450 miles of track 
including the main line from the west side 
terminus in New York City to Buffalo, N. Y., 
with only $14,287,000 in liens ahead of it 
and outstanding at the rate of only $53,470 
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per mile over an area of great traffic density. 
To suggest that the interest on this issue 
might not be paid would be unthinkable. 

A corporate fiduciary in Louisiana has no 
authority in law to purchase the issue for 
trust investment in good times or bad, while 
it could, in compliance with the requirement 
of the statute buy New York Central capi- 
tal stock provided it were selling at or above 
par. And the same statute authorizes cor- 
porate fiduciaries to invest in any county or 
municipal bonds anywhere in the United 
States with the only limitation being that 
the bonds must be selling at or above par and 
show no default in interest within two years 
prior to the purchase of the investment. Con- 
siderations such as overlapping indebtedness, 
the relation of total debt to assessed values, 
per capita debt and numerous other extreme- 
ly important factors which should enter into 
the qualification of any county or municipal 
obligation for investment purposes are omit- 
ted entirely. But we're running ahead of our 
story! 

Survey of “‘Legal’”’ Provisions in Other 

States 

Let us begin alphabetically with Alabama 
and cast our twenty-four votes in favor of 
the alleviation of the present condition ob- 
taining there where the State Constitution 
specifically provides that “no act of the legis- 
lature shall authorize the investment of any 
trust funds by executors, administrators, 
guardians or other trustees in the bonds or 
stocks of any private corporation.” At the 
same time Section 8149 of the Code, govern- 
ing investment by guardians, provides that 
they must, “if practicable, lend out all sur- 
plus money of the ward on bonds and mort- 
gages, or on good personal security, and, if 
the bond is not renewed annually, require the 
interest to be paid at the end of the year.” 
High grade investment bond issues such as 
New York Telephone 4%s of 1939, Illinois 
Bell Telephone 5s of 1956, and Consolidated 
Gas Electric Light & Power Company of 
Baltimore 4%4s of 1935 are frowned upon by 
the constitution of the state for trust fund 
investment but guardians may invest in mort- 
gages or “personal security” without defi- 
nite limit as to the amount or character of 
the loan or the margin of safety atforded! 

The Florida statute covering the invest- 
ment of the funds of minors provides that 
they shall be “put out” at interest in United 
States or State bonds or mortgages. If mort- 
gage interest is not paid at the end of the 
year, the amount of such interest is to be 
added to the principal annually if unpaid. 

The statutes of Kentucky are fairly liberal 
as far as granting latitude with respect to 
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new investments by fiduciaries is concerned. 
They place one interesting and important re- 
straint, however, upon the authority of execu- 
tors and administrators to dispose of divi- 
dend-paying stocks, bonds or other securities 
which the decedent owned at his death. It 
ean’t be done without a court order. 


To return again to Louisiana. Until the 
amendment to the statute by Act 28 of the 
Laws of 1926 investment of the funds of 
minors had to be made “‘by public act,” under 
a decree of the court, and mortgages or se- 
curities for which the credit of the state was 
pledged, were the only media authorized. In 
the case of investment in bonds, it was for- 
merly required that the tutor must furnish 
the Auditor of Public Accounts with a copy 
of the decree of the court authorizing the 
investment and register the bonds in the 
auditor’s office. The auditor, for his part, 
was required “to write, in large and legible 
characters, on the face of the bonds, that 
they are the property of such minor or 
minors, mentioning his, her or their names; 
that they were purchased by virtue of a 
decree of the court aforesaid; and that they 
are not transferable, unless by virtue of a 
decree of such court authorizing the same, 
and he shall sign the statement. Such bonds 
shall thereby lose their negotiable character 
and no person obtaining possession thereof, 
other than the minor or minors to whom they 
belong, shall have any rights therein or 
thereto... The auditor shall keep a distinct 
book wherein to register such bonds.” And 
that was that! 

Fortunately the 1926 legislature corrected 
the cumbersome, unwieldy requirement which 
actually impaired the value of securities held 
in guardianship accounts. The statute was 
further amplified to permit more selective in- 
vestment in Louisiana municipals and real 
estate obligations. 


New Jersey Statute 
The New Jersey statute, enacted 
six years ago and intended to give to that 


five or 


state a really satisfactory law on savings 
bank and trust fund investment, contains 
a number of interesting complexities and in- 
terpretive possibilities which require the ex- 
pert services of an English syntax specialist 
quite as much as those of a statutory con- 
struction specialist. For instance, the 227 
word paragraph relating to the qualification 
of certain railroad issues may possibly be 
construed in many different ways dependent 
almost entirely upon whether the word “or” 
should be interpreted as “and” and just how 
important or unimportant certain of 'the com- 
mas and semi-colons are. The “legislative 
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intent” might be invoked by those maintain 
ing naive conceptions of just what legisla- 
tures do intend when they enact statutes of 
this character but there is little, if any men- 
tal comfort to be derived from this source. 

By way of example: The first one-third 
part of this paragraph leaves it entirely up 
to the purchaser of trust or savings bank in- 
vestments to determine whether two different 
classes of rail bonds are authorized, namely : 
first, mortgage bonds issued, guaranteed or 
assumed by any railroad company where divi- 
dends of not less than 4 per cent per annum 
have been paid regularly on the entire capital 
stock for a period of not less than five years 
next preceding the purchase of the bonds or, 
secondly, bonds which such roads may have 
agreed to pay and which constitute a first 
lien upon not less than three-quarters of the 
rail mileage included in the mortgage, or 
where the issue is a refunding mortgage 
under which bonds may be issued for the 
retirement or refunding of all mortgage liens 
on the road in question. Make your own 
choice, the paragraph can mean either that 
both classes of bonds are eligible or that all 
bonds must have both sets of characteristics. 
The solution is a matter of the force of cer- 
tain commas in the text of the law. No, it 
is not like the case of ‘the magician—it is not 
done with mirrors! 

Then, too, what does the word “regularly” 
mean in discussing payments of dividends of 
4 per cent regularly for five years next prior 
of the purchase of the bonds? Quite recently 
one important railroad which had already 
paid more than 4 per cent in dividends on 
its capital stock for 1931 and which had made 
such payments at regular quarterly intervals 
for more than five years, announced imme- 
diately after one of its director’s meetings 
which ordinarily would have acted favorably 
upon the declaration of a regular quarterly 
dividend, that “it does not contemplate the 
payment of any further dividends on the 
common stock during 1931 and that the sub- 
ject of resorting to the unappropriated bal- 
ance of 1930 earnings for dividends on the 
common stock to be paid in 1932, would be 
considered at its December meeting in the 
light of conditions and prospects at that 
time.” Since that date, the usual dividends 
on both the common and preferred have been 
passed. Now, then, when did the payments 
ceased to be made “regularly?” Was it after 
the announcement in August, 1931, that no 
further dividends would be paid in 1931, al- 
though more than 4 per cent had already 
been paid, with consideration as to future 
dividends being deferred to a later meeting, 
or was it in December, 1931, when further 
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dividends on both the common and preferred 
were passed? Well, it may appear to be un- 
important but the answer to that question 
alone will determine the validity for trust 
purposes of investments which may have been 
made in the interim period. And thereby may 
hang a tale—of surcharge! 


Difficulties Arising from Highly Technical 
Requirements 

Two of the possibly inevitable difficulties 
which arise where highly technical require- 
ments have been incorporated in the statutes 
governing this type of investment are that 
of making the provisions air-tight and all- 
inelusive without likelihood of misunder- 
standing, and of providing for an interpret- 
ing agency which may be relied upon with 
authority. For instance, the same New Jer- 
sey statute permits investment in bonds of 
operating public utility companies where not 
less than 85 per cent of the gross operating 
revenues is, at the time of such investment, 
derived from ‘the usual utility services, in- 
cluding the sale of natural gas or of a mix- 
ture of natural and artificial gas to consum- 
ers through a distribution system owned or 
leased by the utility. 

It might be asked at this point whether it 
is proper to include sales of natural gas ¢ar- 
ried over the lines of the company involved 
but which gas is disposed of to another util- 
ity company at wholesale for redistribution 
at retail making the company under con- 
sideration a transmitter rather than a retail 
distributor of the gas. The statute refers to 
the sale of natural gas to consumers. There 
may be some doubt as to whether another 
utility which in turn retails the product 
would be considered to be a consumer. The 
point is important in determining the quali- 
fications of a number of investment issues for 
investment by savings banks and trustees in 
New Jersey. Yet the provision is not entirely 
clear in this aspect nor is there any agency 
which is authorized to advise investors on 
the point involved with such assurance that 
a fear of surcharge for 'the consequences of 
inaccurate interpretation will be removed. 


Provisions as to Revenues 

The same statute provides that gross oper- 
ating revenues of the companies under con- 
sideration, including those of predecessor and 
constituent companies, shall have averaged 
not less than $2,500,000 per annum for five 
calendar years or five nearer consecutive pe- 
riods of twelve calendar months preceding 
such investment. Fine. But may we ask 
whether this figure must be made up solely 
from revenues derived from purely utility 
services such as supplying gas, and electric 
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power and light or may it include earnings 
of the companies derived from the sale of 
merchandise such as gas ranges, refrigera- 
tors and other forms of merchandise com- 
monly sold by public utility companies and 
which would be used in the consumption of 
their own forms of pure utility service? It 
so happens that there are several high grade 
investment bond issues whose legality in 
New Jersey will be determined by the answer 
to this question. The statute is of little help 
and no agency of the government of the 
state is empowered to state to general in- 
vestors, with authority, what the answer is. 

The provision for the earning of an aver- 
age of not less than $2,500,000 per annum 
for five calendar years or five nearer con- 
secutive periods of twelve months preceding 
the investment prompts the inquiry as to 
whether the legislature here intended (if, 
indeed, it had any “intention”’) that either 
of these two bases might be used or whether 
the calendar year basis should be used except 
in those cases where companies report on a 
fiscal year basis which differs from the calen- 
dar. Furthermore, we might well have a 
situation—in fact, we do—where a utility for 
five calendar years up to December 31, 1930, 
might have qualified within the statute. 
However, earnings for the year 1931 might 
well have fallen below those of the previous 
year so that if monthly statements should be 
available and if nearer consecutive periods 
of twelve calendar months preceding should 
reveal that an average of less than $2,500,000 
had been earned, what effect would this have 
upon the legal qualifications of an issue of 
the company? And then, too, in computing 
the earnings requirements, is it proper or 
necessary that earnings of subsidiaries be 
taken into consideration and if so, are they 
to be taken into consideration whether or 
not such earnings have been distributed to 
the parent company? 


Public Utilities in New York 


Let us glance again for a moment at the 


New York statute. Paragraph twelve of the 
statute authorizes investment in certain pub- 
lic utility bonds but with gas companies uses 
the words, “transacting the business of sup- 
plying artificial gas.’ Very shortly one of 
the country’s most important utility enter- 
prises, all of whose mortgage bond issues are 
on ‘the New York legal list at the present 
moment, expects to inaugurate the practice 
of mixing artificial and natural gas and sup- 
plying this new product to its customers at 
a presumed saving in operating costs which 
obviously will, by helping the company, also 
help its securities. A neat question which 
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this innovation brings to the fore is whether 
or not a gas product, which is a mixture of 
artificial gas and natural gas, is. still artifi- 
cial gas. If it is, the bonds of the company 
will continue legal in New York. If not 
they must be dropped without any reference 
whatever to the investment characteristics 
they possess! It is submitted that these ran- 
dom references to statutory difficulties which 
are typical and have counterparts in the en- 
actments of many jurisdictions point to the 
importance of formulating more flexible pro- 
visions incorporating more satisfactory and 
intelligent principles of investment science 
and providing machinery for authoritative 
interpretation where interpretation is neces- 
sary or desirable. 


New Statute Governing “Legals” in 
Tennessee 

On January 1, 1932 the new Tennessee stat- 
ute with respect to legal investment for trust 
funds became effective. Under the old law 
investment was permitted in first mortgage 
railroad bonds or bonds of ‘the United States, 
State of Tennessee or of any municipality or 
county, provided that the issues were selling 
at or above par and had paid not less than 
4 per cent annually for five years. The diffi- 
eulty of that situation lay in the fact that 
the market price of bonds, whether above 
or below par, is governed primarily by gen- 
eral interest rates obtainable for the hire of 
eapital. Under that statute, a proposed trust 
investment in any of the Liberty issues would 
not have been authorized in 1920 when, due 
to money conditions and an indigested mar- 
ket, Liberties were selling in the eighties. 
Sut after reaching par, 15 to 20 per cent 
higher in price, such investment would have 
been permitted! The first Liberty 3%s and 
several of the more recent Treasury issues 
were, of course, never legal under the old 
statute because of bearing a coupon paying 
less than 4 per cent. 

The new statute eliminates the obviously 
unsatisfactory requirement for selling above 
par and paying at least 4 per cent interest. 
It seems to be something of a hybrid statute, 
however, in that there is provision for invest- 
ment in foreign and municipal issues without 
limitation as to the amounts of either cate 
gory which may be held in any trust while 
the New York statutory provisions for in- 
vestment in rail and utility issues have been 
lifted verbatim but with a limitation that 
not more than 25 per cent of any trust shall 
be invested in either class of securities. This 
provision for carte blanche investment in 
certain foreigns and municipals. while limit- 
ing rail and utility issues to 25 per cent of 
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any trust fund is interesting but the reason 
may be quickly discovered. 

In lifting the rail and utility provisions 
of the New York statute it was found that 
savings banks in New York are limited in 
the investment of their assets to not more 
than 25 per cent in either class. By the sim- 
ple expedient of striking out the words “any 
savings bank” and substituting “any trust” 
the brilliant result mentioned was achieved. 
In conformity with the New York statute not 
more than 10 per cent of any trust may be 
invested in the issues of any one company in 
either group. On the other hand, with no 
statutory limitation on the amount which 
may be invested in any of the authorized for- 
eign or municipal issues, it would be quite 
Within the provisions of the new statute to 
invest an entire trust fund in one foreign 
issue while no more than 10 per cent could 
be invested in the issues of any qualifying 
railroad or publie utility corporation! And 
they continue to speak of “legislative intent!” 


Foreign Government Obligations 

There are but two or three states which 
by statutory enactment permit trust funds 
to be invested in the obligations of foreign 
governments. The Tennessee statute requires 
only that the foreign government maintain 
diplomatic relations with the United States 
and then specifies certain important and 
praiseworthy limitations on default experi- 
ence. It would seem that much grief could 
be spared to fiduciaries contemplating the 
purchase of foreign bonds under the statute, 
if there were a specification that such foreign 
issues must be payable in United States gold 
coin of present weight and fineness. The pro- 
vision as to what constitutes a default might 
well be amplified particularly in this era of 
devalorized currencies. For instance, one 
might well question whether there has been 
a true default in the case of obligations of 
the French Republic, payable in franes, and 
issued at a time when the frane was valued 
at 19.5, while it has since been stabilized at 
3.92. The obligation for the payment of a 
certain number of frances is now met on the 
3.92 basis, but represents approximately 20 
per cent of the original investment. It would 
certainly appear that there has been an ac- 
tual default although technically none has 
ever taken place. And why foreign invest- 
ments for trust funds anyway? Are there not 
a sufficient number of prime investment 
media in this country without going abroad 
for the investment of the funds of widows 
and children? 

Wisconsin commits the faug pas of lese 
majeste toward two of her sister states when 
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she authorizes investment in the bonds of 
any state except Nevada and Wyoming. But 
she does have one unusual and highly intelli- 
gent provision 'to secure proper diversification 
of trust investments which might be copied 
with profit by many sister states. In trusts 
of from $5,000 to $20,000 not more than 40 
per cent of the fund may be invested in one 
issue; in trusts of from $20,000 to $50,000, 
30 per cent; in trusts over $50,000, not more 
than 20 per cent may be invested in any one 
issue. Not all eggs are going to be carried 
in one basket in Wisconsin. 

The Badger state is noteworthy, too, for 
another provision of its laws affecting fidu- 
ciaries. Any officer or employee of any bank 
or trust company or any individual executor, 
administrator, guardian or trustee who buys 
or sells securities or commodities, on margin 
—with his own funds—‘*shall be punished by 
imprisonment in the state prison not more 
than ten years, nor less than one!” 


‘2 %, °, 
Se a & 


EDWARD M. McMAHON 

Edward M. McMahon, a second vice-presi- 
dent of the Chase National Bank of New 
York in charge of the trust new business 
department, died on Saturday, February 13th, 
following an operation. He was forty-seven 
years old, and is survived by his widow and 
two children. 

Mr. MeMahon joined the Northwestern Mu- 
tual Life in 1910, become general agent the 
following year. Later he was active in Cham- 
ber of Commerce work, serving as organizer 
and manager of the Madison, Wis., Chamber 
of Commerce. Returning to the insurance 
field in 1920, he organized the Northwestern 
Casualty and Surety Company of Milwaukee, 
and became its vice-president and general 
manager. In 1923 he resigned to come to 
New York with the National Life Insurance 
Company, operating -under Edward M. 
McMahon & Associates, Ine. In 1927 Mr. Me- 
Mahon organized the Insurance Trust De- 
partment of the Equitable Trust Company 
of New York as insurance trust officer, and, 
following the Chase-Equitable merger, he be- 
came second vice-president of the Chase Na- 
tional Bank. 


TRUST COMPANIES ASSOCIATION 
OF THE STATE OF NEW YORK 


At the annual meeting of the Trust Com- 
panies Association of the State of New York, 
held recently at the Lawyers Club, New York 
City, the following officers were elected for 
1932: 

President, C. R. Dewey, vice-chairman of 
board, First Citizens Bank & Trust Company, 
Utica, N. Y.; vice-presidents: Merrel P. Calla- 
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way, vice-president, Guaranty Trust Com- 
pany of New York, New York City and 
Edward H. Letchworth, vice-president and 
general counsel, Marine Trust Company, Buf- 
falo, N. Y.; treasurer, L. Floyd Smith, vice- 
president, First Citizens Bank & Trust Com- 
pany, Utica, N. Y.; secretary, Henry L. Ser- 
voss, vice-president, Chemical Bank & Trust 
Company, New York City. Election to the 
executive committee were as follows: Class 
of 1933: A. A. Tilney, vice-chairman, Bank- 
ers Trust Company, New York City; F. J. 
Fuller, vice-president, Central Hanover Bank 
& Trust Company, New York City; James G. 
Blaine, president, Marine Midland Trust 
Company of New York, New York City. Class 
of 1934: Harold K. Downing, president, Troy 
Trust Company, Troy, N. Y.; George C. Cut- 
ler, vice-president, Guaranty Trust Company 
of New York, New York City; J. C. Trap- 
hagen, president, Bank of New York & Trust 
Company, New York City. Class of 1935: 
James H. Perkins, president, City Bank- 
Farmers Trust Company, New York City: 
A. B. Merrill, president, First Trust & De- 
posit Company, Syracuse, N. Y.; Artemus L. 
Gates, president, the New York Trust Com- 
pany, New York City. 


FEDERAL ADVISORY COUNCIL ELECTION 


At the first meeting of the Federal Ad- 
visory Council for 1932, held recently in 
Washington at the Federal Reserve Board 
offices, Walter W. Smith of St. Louis was 
elected president and Melvin A. Traylor of 
Chicago vice-president. These officers, with 
Robert H. Treman of Ithaca, N. Y.; Howard 
A. Loeb of Philadelphia, John K. Ottley of 
Atlanta and Walter S. MeLucas of Kansas 
City, constitute the executive board. Other 
members of the -council are Thomas M. 
Steele of New Haven, J. A. House of Cleve- 
land, Howard Bruce of Baltimore, Theodore 
Wold of Minneapolis, Joseph H. Frost of San 
Antonio and Henry M. Robinson of Los An- 
geles. 

Officers and employees of the First Wis- 
consin National Bank of Milwaukee recently 
gathered to pay tribute to Oscar Kasten, 
assistant cashier, on the completion of the 
fiftieth year of his association with the First 
Wisconsin and its predecessor institution, the 
old First National. 

Plans are being made for organization of 
the Bank of Miami & Trust Company at 
Miami, Fla. 

Harold J. Clark, personal trust officer of 
the Central Republic Bank & Trust Company 
of Chicago, is working out a cost system in 
securing personal trust accounts. 
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R. S. HECHT HEADS NEW ORLEANS 
CLEARING HOUSE 


Rudolph 8S. Hecht, president of the Hiber- 
nia Bank & Trust Company, was recently 
elected president of the New Orleans Clear- 
ing House Association, He succeeds J. D. 
O’ Keefe, president of the Whitney Banks. 

Oliver G. Lucas, president of the Canal 
Bank & Trust Company, chosen _ vice- 
president of the association, and J. H. Peter- 
son was re-elected manager-examiner. 

Mr. O’Keefe, Lynn H. Dinkins, president of 
the Interstate Trust & Banking Company, 
and John Legier, president of the American 
Bank & Trust Company, were elected to serve 
with the president and vice-president on the 
committee of management. 


was 


Rvupo.tPH S. HECHT 


President, "Hibernia Bank and Trust Company, who has 
been elected President of the New Orleans Clearing House 
Association 


The Administrative and Research Corpora- 
tion and Ross Benson & Company, Ine. of 
New York; Smith Burris & Company of Chi- 
cago, Omaha, New Orleans and Detroit, and 
Ross Benson & Company of Salt Lake City 
and Los Angeles, sponsors and syndicate man- 
agers of Corporate Trust Shares, have ap- 
pointed Edwin Bird Wilson, Inc. of New York 
as their advertising agency. 

Ninety-one philanthropic foundations in 
the United States paid out $52,500,000 during 
the past year for charitable, research and 
educational purposes. 
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COLLEGES PROMOTING CORPORATE 
TRUSTEESHIPS OF COLLEGE 
ENDOWMENTS 

A new field of mutual cooperation in fos- 
tering college endowments has been opened 
up for trust companies and banks as fidu- 
ciaries. While colleges are now glad to re- 
ceive both absolute gifts and income from 
charitable trusts, nevertheless, college pub- 
lications as a rule, carry only standing forms 
for absolute bequests and ignore the fact 
that trust companies and banks may prop- 
erly act under certain circumstances, as 
trustees for college endowments. In other 
words, colleges actively seek absolute gifts 
and fail to mention the possibility of a gift 
by will or living trust to a trust company or 
bank as trustee for the college. 

To provide against such omission and to 
enable colleges and corporate fiduciaries to 
promote college endowments to mutual ad- 
vantage, Daniel S. Remsen, author of “The 
Preparation of Wills and Trusts’ has de- 
vised, a simplified standard form for publi- 
cation in college journals which promises to 
bring this cooperative movement into wider 
use. The forms covering both the absolute 
bequest and the living trust provision, are 
taken from the form known as “Capital 
Funds” based on the standard resolution on 
Wise Public Giving. There are now twelve 
colleges which have adopted this standard 
form of “Capital Funds” and therefore pre- 
pared to seek endowments in cooperation 
with banks and trust companies which have 
already adopted the resolution and declara- 
tion of trust known as “The Uniform Trust 
for Public devised by Mr. Remsen. 
This movement fostered by Mr. Remsen 
also has the active endorsement of the Asso- 
ciation of American Colleges. 


Uses,” 


FIVE YEAR GROWTH OF TRUST 
BUSINESS 

Raymond E. Hall, vice-president and trust 
officer of the First National Bank of Kan- 
sas City, Mo., reports: “The assets of our 
trust department have increased in excess 
of eight times the amount we had five years 
ago; the number of wills have increased ten 
times; the number of life insurance trusts 
twenty-three times; the number of voluntary 
trusts five times; the number of testamentary 
trusts three times; and the number of agen- 
cies fifteen times.” 


T. R. Hefty has been named president of 
the combined State Bank of Wisconsin, the 
First National Bank and the Central Wis- 
consin Trust Company of Madison, Wis. 





Legal DWecisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


TERMINATION OF TRUST 
(Where testamentary trustees continue 
with beneficiaries consent to hold a testa- 
tor’s realty after final accounting, they 
cannot thereafter account before the Sur- 
rogate’s Court.) 


In this case testamentary trustees had held 
real property in their fiduciary capacity and 
had later finally accounted before the Surro- 
gate’s Court and been discharged. The realty 
vested at once in the remainderment at the 
termination of the trust as provided in will. 
The trustees, therefore, could no longer ac- 


count in the Surrogate’s Court for their sub- 
sequent management of the estate nor could 
they receive compensation at the rates pro- 
vided by the Surrogate’s Court act because 
they were no longer holding as testamentary 


trustees. Any accounting would have to be 
made in the Supreme Court. Compensation 
for acting after the termination of the trust 
would have to be based upon reasonable value 
of their services rather than upon any statu- 
tory fee since they were acting purely as 
trustees by acquiescence, or agents by con- 
sent. 

As to personal property of the testamen- 
tary trust similarly retained by the trustees 
with the consent of the beneficiaries, the 
eourt held differently. Upon the termination 
of the trust, the duty remained with the 
testamentary trustees, as such, to divide the 
personal property and to distribute it. Until 
the act of division and distribution should 
be fully performed, the administration of the 
trust would not be complete. Even if the 
title to this personalty had vested in the 
beneficiaries under the will and had been 
wholly severed from the trustees, the duty to 
divide and distribute continued. This duty 
east by the testator upon the trustees was a 
part of a function attaching to them in their 
eapacity as testamentary trustees. They were 
bound not only to divide and distribute the 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


personalty but also to account for the in- 
come accruing during that process of admin- 
istration. That the duration was long does 
not alter the fact that, concerning personal 
property at least, they retained their posts 
as trustees under the will. Since their obliga- 
tion to account must be conceded and they 
continued as testamentary trustees in respect 
to personalty, accounting in that capacity 
would lie within the jurisdiction of the Sur- 
rogate’s Court.—Matter of Miller in Court of 
Appeals at New York, decided November 18, 
1931. 


PAYMENT OF LEGACIES 
(The discount allowed for prepayment 
of the New York estate tax accrues to the 
benefit of the residuary legatee.) 

This case involved the question of whether 
the residuary legatee was entitled to the 
discount for the prepayment of the New 
York estate tax or whether such discount 
should be pro-rated among the general lega- 
tees. 

In holding in favor of the residuary lega- 
tee the Court pointed out that where all 
benefits conferred by the will, prior to the 
gift of the residue, are general legacies which 
are payable only after the completion of the 
period of administration, if the discount for 
prepayment of the tax assessed against the 
estate be held to accrue to the benefit of the 
general legatees, it would, in effect, alter the 
rule that a general legatee is entitled to no 
return upon his legacy until the date when 
it becomes payable. It would also, in all 
cases where pre-payment of the tax was 
made, result in depriving the residuary lega- 
tee of a portion of the income earned by 
the estate during the period of administra- 
tion which would be his if the tax were not 
paid until legally due. A concurrent result 
would be to place it in the power of an estate 
fiduciary, by making or failing to make pre- 
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payment of the tax, to favor a general legatee 
at the expense of a residuary legatee or 
vice versa. 

The Court held that the discount belonged 
to the residuary legatee but observed: “It 
will be noted that under the facts of the 
ease at bar none of the benefits in the will 
prior to the residuary bequest carry income 
from the date of the deceased. Where any 
beneficiary is entitled by the terms of the 
testamentary instrument or by rule of law 
to income during the administrative period, 
it would unquestionably be necessary in ef- 
fecting an equitable distribution of the dis- 
count to take into consideration the rights 
of such beneficiary as well as those of the 
residuary legatee.”—Matter of the Estate of 
Edward Murdock, deceased, Kings County 
Surrogate Court, New York, December 6, 
1931. 


COMPENSATION OF EXECUTORS 
(In Pennsylvania where an estate is 
distributed in kind the compensation of 
the executors will be less than when as- 
sets are first reduced to cash.) 


Compensation of fiduciaries is not com- 
puted upon a fixed schedule in Pennsylvania 
but is fixed by the Court at a rate which is 
deemed reasonable in the circumstances. Here 
a large estate consisted almost exclusively 
of cash or securities and by far the greater 
part was distributed in kind. The duties of 
the executors were held by the Court to be 
light. An award of 5 per cent of the entire 
estate to the executors and of 3 per cent to 
the attorney was regarded as excessive. In 
overruling the original application, the Penn- 
sylvania Superior Court said in part: “After 
all the compensation should be fixed by the 
work done, not by any arbitrary rule. When 
an estate is distributed in kind, the compen- 
sation must not necessarily be the same as 
where there is labor involved in the reduc- 
tion of the assets to a distributable medium. 
The appellants are willing to concede 3 per 
cent to the executors and 2 per cent to the 
attorney and as we are all of the opinion 
that these sums are ample compensation for 
the labor performed, we will adopt them.”— 
In Re Estate of John Ott, Pennsylvania Supe- 
rior Court. 


REVOCATiON OF WILLS 
(A presumption exists that a lost will 
was destroyed by act of the testator 
where she had easy access to the instru- 
ment which had been in a beneficiary's 
possession. ) 


When an original will cannot be located, 
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there often arise difficult questions as to 
whether it had been destroyed by the maker 
with intent to revoke. In this case, the cus- 
todian was the chief beneficiary of the will. 
The rule is that where the will is proved to 
have been in the testator’s possession, or he 
had ready and easy access to it, and it can- 
not afterwards be found, it will be presumed 
to have been destroyed by them, with appro- 
priate intent. Hence, in this case the pre- 
sumption of revocation was more forceful 
since the chief beneficiary could offer no 
strong evidence of why the will was non- 
existent—IJn re Calif’s Will, New Jersey, 
October 17, 1931. 


ANCILLARY ADMINISTRATION 
(Probate of the will of a non-resident 
decedent will be denied where it has not 
been first probated in the state of the 
domicile. ) 

A testatrix domiciled in another state died 

leaving certain personalty in the hands of a 
Kentucky trust company as her agent. Her 
will was propounded for probate in Ken- 
tucky. In denying probate of the will the 
court said in part: 
“ * * * While admitting the power of courts 
foreign to the domicile to probate a will in 
advance of its probate in the state of the 
domicile, for the purpose of affecting prop- 
erty located at the place of probate, such 
authority should be assumed only under 
peculiar circumstances rendering that course 
necessary for the immediate protection of 
rights, or the prevention of threatened loss, 
or the preservation of some interest. It is 
plainly the duty of a court in the exercise 
of a sound discretion to decline the probate 
of a will of a non-resident in advance of its 
establishment at the domicile unless the 
circumstances are such as to demand that 
course of action in order to avoid loss or to 
prevent injustice, or to subserve some sub- 
stantial good. So much is dictated by the 
principles of county prevailing among _ sov- 
ereign states.” Payne vs. Payne, Supreme 
Court of Kentucky. 


Charles L. Gurney, president of Gurney, 
Overturf & Becker, and James McC. Mitchell, 


attorney, member of the firm of Kenefick. 
Cooke, Mitchell, Bass and Letchworth, have 
been elected directors of the Marine Trust 
Company of Buffalo. 


Charles A. Boone has been advanced from 
vice-president and cashier to executive vice- 
president of the First Huntington National 
Bank of Huntington, West Virginia. 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period of years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST co 


CINCINNATI, OHIO 


MEMBER FEDERAL RESERVE SYSTEM 


87 MILLIONS PAID OUT BY JOHN 
HANCOCK COMPANY IN 1931 

The outstanding feature in the director’s 
report made to policyholders of the John 
Hancock Mutual Life Insurance Company of 
Boston at their annual meeting, was the 
statement that over 87 millions had been 
paid to policyholders and their beneficiaries 
during 1931. The report was made by Presi- 
dent Walton L. Crocker and further indicated 
that of the above amount paid, over 191% 
millions was on account of dividends to 
policyholders in annual reduction of cost. 
Of equal interest was the statement that the 
new insurance paid for in 1931 was over 
624 millions, equaling 94 per cent of the in- 
surance paid for the previous year. The 
insurance in force, now amounting to over 3 
billions, 600 millions, is an increase of 2% 
per cent over the previous year. 

The report also showed that in addition to 
the dividends of 19% millions paid in 1931, 
the company has apportioned the sum of 
$20,692,930 for the payment of dividends to 
policyholders in 1932. This means a con- 
tinuation of the general cost scale hitherto 
prevailing to individual policyholders. This 
sum is carried by the company as a liability, 
along with the policy reserve required by 
law, computed at Massachusetts Standard to 
be $522,220,800, and also $47,171,467 held in 
reserve covering all other equities of policy- 
holders in the company funds. The company 
also provides a new special reserve fund of 
5 millions for asset fluctuation and amorti- 
zation, and has reserved $3,060,050 to cover 
taxes and sundry liabilities. Over and above 
this the company has in hand a surplus or 
“Safety Fund” of over 43 million, 800 thou- 
sand dollars. 


The Ridgefield Park-Overpeck Trust Com- 
pany of Ridgefield, N. J. reports resources 
$3,625,000 and deposits $3,203,000. 


PLAINFIELD TRUST COMPANY 
MAINTAINS RECORD 

The Plainfield Trust Company of Plain- 
field, New Jersey, is a fine example of the 
rewards which attend high grade manage- 
ment and devotion to the best principles of 
trust and banking service. It goes forward 
on sound lines of conduct and progress dur- 
ing times of general business depression as 
well as in times of affluence. The past year 
was no exception as shown by the summar- 
ies at the annual meeting. Banking resources 
total $19,243,000 with a high percentage of 
cash and liquidity of assets. Deposits am- 
ount to $17,241,126; with capital of $650,000; 
surplus $1,000,000; undivided profits $128,- 
OS6 and special reserve fund of $175,520. 
The trust department reports funds and prop- 
erty under administration amounting to $25,- 
455,000. 

At the regular annual meeting no changes 
were made in the official staff. Harry H. 
Pond was again elected president of the com- 
pany and Augustus V. Heely, DeWitt Hub- 
bell, Arthur E. Crone, F. Irving Walsh and 
H. Douglas Davis, vice-presidents. The fol- 
lowing officers were also appointed by the 
board of directors: Assistant vice-president, 
Edwin M. Daniel, secretary, F. Irving Walsh; 
treasurer and assistant secretary, Frederick 
H. Stryker; assistant secretary-assistant 
treasurer, Russell C. Doeringer; trust officer, 
H. Douglas Davis; assistant secretary-assist- 
ant treasurer, Harold M. Eckert; assistant 
treasurer, Harry H. Coward; assistant trust 
officer, Omer T. Houston; assistant trust 
officer, John V. Trumpore. 


Percy H. Johnston, president of the Chem- 
ical Bank & Trust Company of New York, 
gave a luncheon recently at the bank in honor 
of Count Ayske Kabayama, member of the 
Japanese House of Peers, who is on a good- 
will mission to the United States. 
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“ONE OF AMERICA’S 
85 LARGEST BANKS” 


Trust Department 
In a commanding posi- 
tion to handle corporate 
and personal fiduciary 
service in the Northwest. 


Che 


United States 
National Bank. 


Portland,Oregon 


JOHN N. STALKER 


Who relinquished the Presidency of the Union Guardian 
Trust Company of Detroit to become Vice Chairman of 
of the Board of Directors 
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ERNEST KANZLER ELECTED CHAIRMAN 
OF GUARDIAN DETROIT UNION 
GROUP, INC. 

Ernest Kanzler, who has held high execu- 
tive position with the Ford Motor Company, 
was elected chairman of the board of the 
Guardian Detroit Union Group, Inc., of De- 
troit at the recent annual meeting. He is 
chairman of the executive committee and a 
member of the governing committee of the 
Guardian National Bank of Commerce and 
member of the advisory committee of the 
group. At the same meeting Robert O. Lord 
was re-elected president of the Guardian De- 
troit Union Group; Fred T. Murphy was re- 
elected chairman of the advisory committee 
and R. Perry Shorts, president of the Second 
National Bank & Trust Company of Saginaw, 
Mich., was elected chairman of the executive 
committee. 


ERNEST C. KANZLER 


Frank W. Blair, who resigned as chairman 
of the Group continues as a director. In 
accepting the chairmanship of the board, Mr. 
Kanzler resumes his active connection with 
the institution, which commenced in 1926, 
when he was the active member of the com- 
mittee which organized the Guardian Detroit 
Bank, parent unit of the Group. Following 
the organization of the Guardian Bank, Mr. 
Kanzler played a leading part in organizing 
and establishing the Guardian Group, and 
has exercised an increasing influence in for- 
mulating the policies and furthering the suc- 
cessful program of that institution. Follow- 
ing the establishment of the Guardian Bank, 
Mr. Kanzler organized one of the largest 
financing corporations in the world, the Uni- 
versal Credit Corporation, presenting the 
Ford finance plans. He will retain the presi- 
dency of the corporation. 
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FIRST CITIZENS BANK & TRUST 
COMPANY OF UTICA 

Utica, New York recently witnessed the 
successful culmination of the largest bank 
and trust company merger in the fiinancial 
history of the city. The merger included the 
Citizens Trust Company, the First Bank & 
Trust Company and the Utica Trust & De- 
posit Company. ‘The consolidated institu- 
tion functions as the First Citizens Bank & 
Trust Company of Utica, serving a total of 
88,232 accounts. The united banks and 
trust companies represent the foremost, old- 
est and strongest institutions in Utica and 
the consolidation gives Utica one of the 
strongest banks in the state 

The first financial statement, following the 
merger as of December 31, 1931, shows ag- 
gregate banking resources of $64,189,514; de- 
posits $45,800,799; capital $2,000,000; sur- 
plus and undivided profits $3,219,629; re- 
serves $2,317,274. The trust department of 
the company administers fiduciary funds 
amounting to $38,369,000, exclusive of cor- 
porate trusts. Charles B. Rogers is chair- 
man of the board; John F. Maynard, Jr., 
chairman, executive committee; Chester R. 
Dewey, vice-chairman of the board and Fran- 
cis P. McGinty, president. The trust de- 
partment is headed by Fred G. Reusswig, 
vice-president and trust officer. 


Percy H. Johnston, president of the Chemi- 
cal Bank & Trust Company of New York, an- 
nounces that at a recent meeting of the board 
of directors, N. Baxter Jackson and Joseph A. 
Bower were elected executive vice-presidents 
and LeRoy W. Campbell a vice-president of 
the bank. These appointments are in line with 
the merging of the Chemical Securities Cor- 
poration into the bank, which was approved 
by the stockholders at their annual meeting 
on January 20th. 

Mr. Bower was president, Mr. Jackson ex- 
ecutive vice-president and Mr. Campbell vice- 
chairman of the Chemical Securities Corpo- 
ration, 


G. H. Culver, estates trust officer of the 
Union Trust Company of Cleveland, has been 
appointed as Cleveland’s representative on 
the Executive Committee of the Trust De- 
velopment Division of the Financial Adver- 
tisers Association. 

William W. Foster, president of the Union 
Trust Company of Rochester, N. Y. and Henry 
O. Smith, president of Foster-Milburn Com- 
pany of Buffalo, N. Y. have been elected mem- 
bers of the board of directors of the Marine 
Midland Corp. 
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WHEN CHARITABLE BEQUEST IS VOID 

The United States District Court of 
Missouri, in a recent decision in the case of 
the Methodist Episcopal Church vs. Walters, 
voided a charitable -bequest on the ground 
that the provisions of the will were vague 
and indefinite. In this case the will pro- 
vided: “In case any of my property shall 
remain unexpended for my said husband's 
use, at the death of my said husband, I de- 
vise and bequeath the same unto charity 
connected with the Methodist Episcopal 
Church in the U. S. * * *.” 

The court said, in part: “In the instant 
case there are many charities connected with 
the Methodist Episcopal Church of the 
United States, and the ‘generality of the 
words employed is such that it cannot be 
known what class of persons are entitled 
to the benefit sought to be conferred or what 
that benefit will consist in. The entire mat- 
ter is, in fact, left to the wisdom, or it may 
tv the whim or caprice of the trustee. Strong 
and far-reaching as is the arm of equity 
in upholding a charity, the one here sought 
to be created is beyond its grasp’.”’ 


Harold 8S. Vanderbilt, one of the largest 
individual investors in New York Central 
stocks, has been elected to the board of direc- 
tors of the First National Bank of New York, 
succeeding the late Lewis Cass Ledyard. 

Mrs. Edith S. Palmer, widow of Leslie R. 
Palmer, late president of the institution, has 
been elected to the board of directors of the 
First National Bank & Trust Company at 
Yonkers, N. Y. 

The Guaranty Trust Company and the 
Plainfield National Bank of Plainfield, N. J. 
have been merged, with Frank H. Smith, re- 
tiring State Commisioner of Banking and 
Insurance, as president. 

The Colorado National Bank of Denver 
reports banking resources of $39,194,945; de- 
posits $36,415,000; capital $1,000,000; surplus 
$1,000,000 and undivided profits $601,653. 

Col. William H. Kelly of East Orange has 
been appointed Commissioner of Banking and 
Insurance of New Jersey. 

The Bank of Manhattan Trust Company of 
New York has opened a new office at 66-17 
Myrtle avenue, Glendale, Queens County. It 
will be in charge of Frederick J. Franck, who 
is well known in local banking and fraternal 
circles. 

Julien H. Hill, president of the State- 
Planters Bank & Trust Company of Rich- 
mond, Va., at the recent annual meeting of 
the Virginia State Chamber of Commerce was 
re-elected president of the organization. 
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A typical Louisiana pecan orchard 


NEW ORLEANS 
XLI 


Pecans 


Louisiana’s 1930 pecan crop amounted to 
3,750,000 pounds, with a retail value in 
excess of $1,250,000. 

Louisiana soil is particularly adapted 
to the growing of pecans. Last year’s 
crop was greater than that of 1929 and the 
crop this year will be substantially aug- 
mented by more than 75,000 young trees 
which begin to bear this season. 


Hibernia Bank ©& Trust Co. 
New Orleans, U.S.A. 





ROBERT O. LoRD 


President of the Guardian National Bank of Commerce 

and President of the Guardian Detroit Union Group, who 

has been elected President of the Detroit Clearing House 
Association 
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PRUDENTIAL INSURANCE COMPANY 
ESTABLISHES NEW RECORDS 

The Prudential Insurance Company of 
America announces that its paid-for busi- 
ness in 1931, exclusive of group insurance, 
was the largest of any year in the company’s 
history. The paid-for new insurance, includ- 
ing group insurance, reached a total of $2,- 
784,604,000. In the ordinary department the 
total was $1,486,571,000 and in the industrial 
it amounted to $1,298,033,000. On December 
31, 1931, the company had a total of $15.- 
$70,631,000 of insurance in foree. Of this 
$8,497,616,000 was in the ordinary depart- 
ment, while $7,373,021,000 was in the indus- 
trial. 

Some of the reasons given for the increase 
in life insurance sales during the second 
full year of the depression were cited by 
Edward D. Duffield in his annual report as 
“a new and higher level of public confidence 
in life insurance” and the fact that such 
protection is a “needed product.” Mr. Duf- 
field stated that out of the 1931 earning divi- 
dends were set aside for distribution to 
policyholders in 1932 in the amount of $92,- 
700,000, of which $61,300,000 was apportioned 
to industrial policyholders. The industrial 
dividend is the largest ever set aside for 
this class of insurance purchaser by any life 
insurance company. ‘The ordinary dividend 
of $31,400,000 will be distributed to the hold- 
ers of the ordinary policy contracts. 


MUTUAL SAVINGS BANK DEPOSITS 
ESTABLISH NEW RECORD 

The trend of savings continues upward, 
despite the present condition of industry and 
the extent of unemployment. Figures made 
public recently by the National Association 
of Mutual Savings Banks showed that total 
deposits in mutual institutions reached the 
record total on January 1st of $10,030,014,385, 
while total assets likewise reached the record 
figure of $11,206,875,737, providing $1,123,- 
253,973 of reserve to assure the safety of 
deposits. 

Total figures for January 1st reached rec- 
ord proportions in almost every instance, 
although the year’s results were not uniform 
in all sections. Of the eighteen states having 
mutual savings banks there were five that 
experienced slight recessions in deposits. The 
other thirteen registered gains. Thus the to- 
tal increase in deposits for 1931 was $565,- 
281,893 and a very considerable part of that 
increase was represented by the gain in New 
York savings banks, which amounted to 
$466,348,132. The gain in twelve other states 
amounted approximately to $100,000,000. 
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DOOLITTLE APPOINTED TRUST OFFICER 


Clyde H. Doolittle, who was recently ap- 
pointed trust officer of the Iowa-Des Moines 
National Bank & Trust Company of Des 
Moines, Iowa, returns to the field from which 
he was absent for two years. 


Upon graduation from the College of Law 
of the State University of Iowa, in 1921, Mr. 
Doolittle became a member of the firm of 
Blair & Doolittle, Manchester, Iowa, where 
he practiced law until February, 1926, at 
which time he organized the trust department 
of the Des Moines National Bank, and con- 
tinued as trust officer of that institution un- 
til September 20, 1929, when he was elected 
general counsel of the Iowa-Des Moines Na- 
tional Bank & Trust Company, a consolida- 
tion of the Iowa National Bank, the Des 
Moines National Bank and the Des Moines 
Savings Bank & Trust Company. 


CLYDE H. DOOLITTLE 


Who has recently been appointed Trust Officer of the Iowa- 
Des Moines National Bank & Trust Co., Des Moines, Iowa 


After two years’ absence from active trust 
management, Mr. Doolittle returns to his 
former field by his election as trust officer of 
the Iowa-Des Moines National Bank & Trust 
Company. During the War, Mr. Doolittle 
was Captain of the 168 Infantry of the Rain- 
bow Division and served as a member of 
the Legislature during the Thirty-ninth, For- 
tieth and Fortieth Extra Sessions of the 
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IN ST. LOUIS the total commercial de- 
posits exceed $601,000,000. Of this sum 
more than $441,000,000 is held by the 
7 largest banks. And five cf these seven 
leaders supply their customers with checks 
made on La Monte Safety Paper—further 


Bz 


evidence of La Monte's wide acceptance; 
appreciation of the safety, durcbility and 
distinction La Monte lends to every trans- 
action. 

George La Monte & Son, 61 Broadway, 
New York City. Also branch offices in Chi- 
cago, Cleveland, Kansas City, St. Louis, At- 
lanta, Dallas, San Francisco and Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 


FOR CHECKS - Identified by wavy lines 





General Assembly of Iowa. He also served 
the Iowa State Bar Association as secretary 
and treasurer from 1922 to 1927. 


PENNSYLVANIA LOSES TAX CLAIM ON 
DORRANCE ESTATE 

The taxing authorities of Pennsylvania 
have no tax claim on the $115,000,000 estate 
of the late Dr. John T. Dorrance of the 
Campbell Soup Company, according to a 
ruling of the Delaware County Orphans Court 
that Dr. Dorrance was legally a resident of 
New Jersey. The Pennsylvania claim was 
based on the purchase of an estate by Dr. 
Dorrance at Radnor, Pa., while the testimony 
showed that he regarded himself as a resi- 
dent of New Jersey where his residence was 
in Cinnaminson County. The amount of taxes 
claimed by the Pennsylvania authorities was 
$17,600,000 whereas the. estate will now be 
subject to the resident New Jersey tax, if 
the ruling of the Orphans Court is sustained. 


Bankers Trust Company of New York has 
been appointed transfer agent for the com- 
mon capital stock of United States Hoffman 
Machinery Corporation. 
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EXCHANGE TRUST COMPANY 


Harry H. Rocers, President 


“Oklahoma’s Largest Trust Company” mz 


H. L. STANDEVEN, Exec. Vice-President 


TULSA, OKLAHOMA 


Trust Department 
Savings Department 
Mortgage Loan Dept. 
Bond Department 
Travel Department 


The Exchani 
National 


Affiliated with 


EXCHANGE BANKSAOF TULSA 


Exchange 
nk Trust Company National Company 


‘> Exchange 








OFFICIAL CHANGES AT SAFE DEPOSIT & 
TRUST COMPANY OF BALTIMORE 


At the recent annual meeting of the Safe 
Deposit & Trust Company of Baltimore, the 
pioneer trust company of that city, several 
important executive changes were made. 
John J. Nelligan, who has served the com- 
pany as president since September 20, 1915, 
was elected chairman of the board, succeed- 
ing the late Henry Walters. Joseph B. Kirby, 
vice-president of the company since 1920 was 
elected president in succession to Mr. Nelli- 
gan. Both Mr. Nelligan and Mr. Kirby came 
to the Safe Deposit & Trust Company when 
quite young. Mr. Nelligan began his asso- 
ciation in 1886 and Mr. Kirby in 1895, rising 
from the ranks through their years of service. 

Mr. Nelligan is a member of the board of 
directors of the Atlantic Coast Line R. R. 
Company and the Louisville and Nashville 
R. R. Company. He is also director of sev- 
eral other companies in which the Safe De- 
posit & Trust Company is interested in a 
fiduciary capacity. Mr. Nelligan has given 
much of his time to serving the state of 
Maryland and the city of Baltimore in vari- 
ous public matters and has repeatedly re- 
sponded in a generous way to calls from the 
Governor of the state and the Mayor of the 
city. 

The Safe Deposit & Trust Company occu- 
pies a distinctive position among trust com- 
panies and has carried on through the years 
a policy of conservatism which is consistent 
with the most approved requirements of 
fiduciary administration. The company does 
not transact a general banking business, 
takes no deposits subject to check and has 
nothing to sell but its services as executor, 
trustee and in all other fiduciary capacities. 
The company was incorporated back in 1864 
as “The Safe Deposit Company of Baltimore” 
and began business in 1867. The charter was 
amended in 1876 to enable the company to 


trust powers. The capital is $2,- 
surplus and profits over $3,890,000. 
Benjamin F. Newcomer was the first presi- 
dent of the company and served in that 
office until his death in 1901 when he was 
succeeded by Michael Jenkins, who died in 
September, 1915 and was succeeded by Mr. 
Nelligan. 

The directors of the company are: John 
J. Nelligan, Waldo Newcomer, Blanchard 
Randall, Norman James, Samuel M. Shoe- 
maker, Robert Garrett, Joseph B. Kirby, 
Howard Bruce, Morris Whitridge, J. Edward 
Johnston, Edwin G. Baetjer. 


exercise 
000,000 ; 


E. RoBERT TRUDEL, JR. 


Who has been elected Treasurer of the Camden Safe Deposit 
& Trust Co. of Camden, New Jersey 
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Where Senior Executives 
Give Their Personal 
Attention to 


EVERY TRUST 


FULTON 


TRUST COMPANY 


OF NEW YORK 
Established 1890 


MaAIn OFFICE Uptown OFFICE 
149 Broadway 1002 Madison Avenue 


Member Federal Reserve System 





HIGH DEGREE OF LIQUIDITY OF FULTON 
TRUST COMPANY ASSETS 

The Fulton Trust Company of New York, 
which adheres strictly to personal banking 
accounts and personal trust business, shows 
an exceptional degree of liquidity of bank- 
ing assets. Its latest statement shows that 
cash and other quick assets, including gov- 
ernment bonds, securities at the market and 
demand loans figure equal to 104.5 per cent 
of deposit liability. Actual earnings for the 
past year were $306,615 and $240,000 paid in 
dividends, leaving $66,615,000 transferred to 
undivided profits. In speaking of the opera- 
tions of the company for the past year 
Edmund FP. Rogers, the president stated: 

“Our investment account consists of high 
grade securities, 98 per cent of which are 
domestic. A moderate upturn to better prices 
would quickly show full recovery to book val- 
ues. The average deposits of the company 
during the year held steadily, and, because 
of certain special funds, our deposits tem- 
porarily reached a new high for all time. In 
the trust department, the assets, including 
custody accounts, have increased by 8.4 per 
cent during the year, and in the last five 
years show an increase of 138.4 per cent. 

“We opened on March 1, 1931, our uptown 


Your 
Oregon Business 


SEND your business of a finan- 
cial or fiduciary nature to the 


Portland Trust and Savings 
Bank. This bank is ready to 


act as your representative in all 
trust matters. 


PORTLAND TRUST 
and SAVINGS BANK 


“Oldest Trust Company in Oregon” 


branch at 1002 Madison avenue and _ busi- 
ness there has shown a satisfactory growth. 
At that office the traditional policy of per- 
sonal service of the Fulton Trust Company 
is maintained and in addition we have a 
well equipped Safe Deposit Company and 
vaults.” 


The Central United National Bank of 
Cleveland is the largest bank in Ohio operat- 
ing under national charter. The latest finan- 
cial statement shows resources $93,638,000 ; 
deposits, $71,541,000; capital, $5,000,000; sur- 
plus and undivided profits $4,152,477. 


The Union Trust Company of Cleveland 
occupies nineteenth place among the largest 
banking institutions in the United States. The 
latest financial statement showed resources 
of $290,121,000 ; deposits $221,554,000 ; capital, 
$22,850,000; surplus and undivided profits, 
$14,174,993. 


The Bankers Trust Company of New York 
has been appointed co-agent with Central Re- 
public Bank & Trust Company of Chicago, 
for the payment of Ohio Associated Tele- 
phone Company first mortgage 6 per cent 
bond coupons. 
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THIS MONEY PANIC 

(Continued from page 169) 
in Congress and that as a result of these com- 
promises we shall lose the basis for any bold 
policy. The problem we face is largely phy- 
chological and the only way to cure a condi- 
tion becoming progressively more serious is 
by bold, sharp and dramatic methods. Such 
methods will involve large injections of credit 
to overcome hoarding, and a determined ef- 
fort to raise price levels. Failing these, our 
condition may become steadily worse. 


Demand for Courage and Bold Action 

In examining the question of the expan- 
sion of credit and reversal of price trends we 
must not overlook the overwhelming impor- 
tance of the imponderable but weighty ele- 
ments of mass phychology. Economic reason- 
ing and economic or business devices alone 
are an insufficient reliance when we must 
change the point of view of vast numbers of 
people. Devices which would be wholly ad- 
equate, if presented boldly and administered 
sharply and with confidence, may fail hope- 
lessly through timidity in presentation or 
when carried into effect slowly and with a 
eareful effort to eliminate all minor risks. 
Pheromena such as hoarding can be over- 
come only through creating confidence. In 
this country, in a few years one-third of our 
banks have failed. Last year 10 per cent 
of our banks failed. The return of confidegee 
with such a background of justifiable fear is 
probably contingent on many hundred thou- 
sands of our people becoming convinced that 
all bank failures have stopped. Bold action 
to accomplish this result dramatically pre- 
sented to the nation is critically needed. 


There is another aspect of this problem of 
mass psychology which is in danger of being 
overlooked. Masses of men cannot repeatedly 
be led to expect things which do not develop 
without making each succeeding attack on 
the psychology of the group more difficult 
of success. Overbold presentation of inade- 
quate economic and business policies is just 
as dangerous and ineffective as timid pre- 
sentation of policies which boldly presented 
would be effective. Courageous programs 
adequate to reverse powerful adverse forces, 
dramatically presented, alone hold out hope 
of success. 

> & 


At a recent meeting of the Board of Trus- 
tees of the Title Guarantee & Trust Com- 


pany of New York, Henry Silleocks was 
elected a trustee. Mr. Sillcocks is a member 
of the law firm of Tanner, Silleocks & 
Friend. 


THE TRUST INSTITUTE 

(Continued from page 200) 
with about every known business and con- 
sequently with a very great variety of busi- 
ness, financial, social and family problems. 
Because of this the trust official in the 
course of time accumulates an experience 
which is of very great value to the trusts 
in his charge and to their beneficiaries. He 
is able to call upon this experience to avoid 
mistakes and losses which happen under the 
administration of the less experienced trus- 
tee. 

His work calls for the exercise not only 
of good judgment but of patience and tact, 
for the trust official comes into contact with 
wives, children and other dependents, bereft 
of those upon whom they have implicitly 
relied for means of support, advice and 
comfort. That he has succeeded in his diffi- 
cult task is evidenced by the rapid growth 
and development of the trust institution. 

Finally, the success of the trust institution 
and its position in the community is built 
upon the confidence of the public in it. That 
confidence can be won only by the strictest 
observance of the rules of right conduct, by 
absolute adherence to the highest ideals in 
the conduct of the trust relation with its 
clients by its directors, officers, and em- 
ployees. The trust institution’s best asset is 
not measured by the figures showing in its 
balance sheet. A reputation for honesty, fair 
dealing, skill in managing property placed 
in its charge, and faithfulness to the inter- 
ests entrusted to it, is its most valuable pos- 
session. To maintain such a reputation is 
the aim and constant effort of the trust in- 
stitution. It is peculiarly American, its his- 
tory is remarkably free from losses to its 
clients, and its future is in the hands of 
men who are devoted to their calling and 
who realize the sacred character of the 
trust reposed in them. 

oo > 

S. S. Ford has been elected executive vice- 
president; Victor B. Caldwell, a vice-presi- 
dent, and R. R. Rainey, assistant vice-presi- 
dent of the United States National Bank & 
Trust Company of Omaha, Neb. 


F. W. Shandorf has been elected president 
of the Northfield National Bank & Trust 
Company of Northfield, Minn., successor to 
the late J. G. Schmidt. 


J. W. Bradley, vice-president of the Old 
National Bank & Union Trust Company of 
Spokane, Wash., has succeeded A. V. Cham- 
berlin, as president and director of the 
American Trust Company of Coeur d’Alene, 
Ida. 
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CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,000,000 


STRICTLY A FIDUCIARY INSTITUTION 





AGENCY LETTER OF INSTRUCTIONS 
COPYRIGHTED 


In the January, 1932 issue of Trust Com- 
PANIES there appeared an article by Frederic 
B. Eastman, assistant trust officer of the 
State Street Trust Company of Boston, de- 
scribing the development and the methods 
employed by that company in connection with 
its agency trust business. Accompanying the 
article was a reproduction of the general 
agency letter of instructions governing 
agency appointments and devised by the 
State Street Trust Company. Through an 
inadvertance there was no mention 
that this form of Letter of Instructions was 
copyrighted by the State Street Trust Com- 
pany and the advice is herewith communi- 
cated to any readers that might be interested 
in the matter. 


ARTEMUS WARD, JR. 

Despite the fact that it might have been 
possible for Artemus Ward, Jr., to contest 
his father’s will, the young man did not 
choose to do so. The will, filed almost six 
years ago, gave over five million dollars to 
Harvard University to establish a memorial 
fund “in memory of my great-grandfather,” 
this sum constituting the bulk of the estate, 
but the younger Ward chose to respect the 
maker of the will’s expressed intentions rath- 
er than a technicality. 

Perhaps one of the factors which influenced 
the younger Ward in making this decision 
was that he received a trust fund of $1,000,- 

and felt disinclined to exchange the 
certainty and security of regular income for 
the mazes of the law courts. 


The Alabama legislature at its last regular 
session enacted a measure defining the prac- 
tice of law and as recommended by the 
Alabama Bar Association. 
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Davis Biccs 


Vice-president, St. Louis Union Trust Company, who 
has been elected a member of the Board of Directors of 
that Company 
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MERGER OF MANUFACTURERS TRUST COMPANY AND CHATHAM 
PHENIX NATIONAL BECOMES EFFECTIVE 


As of February 10, 1932 the merger of 
the Manufacturers Trust Company and the 
Chatham Phenix National Bank & Trust 
Company became effective under the name of 
Manufacturers Trust Company. The con- 
solidated financial statement shows aggre- 
gate resources of $502,829,000 with deposits 
of $374,892,000. The resources embrace cash 
and due from banks of $67,269,000; U. S. 
Government securities, $42,975,979; other se- 
curities $68,699,040; loans and bills pur- 
chased $223,450,296; mortgages $25,875,502 ; 
customers’ liability for acceptances $29,5S83,- 
862; acceptances of other banks sold with 
endorsement $24,176,428. 

The merger called for an increase in capi- 
tal from $27,500,000 to $32,935,000 and _ re- 
duction in par value of shares from $25 to 
$20. Surplus and undivided profits are shown 
as $27,188,362 and reserves of $13,351,353. As 
a result of the merger the Manufacturers 
Trust Company has fifty-nine’ branches, 
eleven existing branches of the two former 
banks having been eliminated for reasons 
of duplication and economy. The head office 
is at 55 Broad street. As far as possible 
the official and clerical staffs have been re- 
tained or provided for in the consolidated 
institution. Harvey D. Gibson is president ; 
Louis G. Kauffman, former head of the 
Chatham Phenix, chairman of the executive 
committee; Henry C. Von Elm is vice-chair- 
man of the board and James H. Conroy ex- 
ecutive vice-president. 


The plan of the merger provides for a new 


holding corporation, called Huron Holding 
Corporation, which has taken over for ulti- 
mate liquidation certain assets of both banks 
heretofore acquired at various times during 
the course of years, which might be consid- 
ered not suitable to be earried for an _ in- 
definite time in’a commercial bank. The 
total face value at which such assets were 
originally carried on the books of the in- 
dividual banks before such reserves as were 
provided for from time to time in the past, 
amounted to approximately $30,000,000. Hu- 
ron Holding Corporation has issued $4,000,- 
000 of its debentures to Manufacturers Trust 
Company, which will be carried on the bank’s 
books at $1.00. This amount of debentures 
has been determined in an attempt to thereby 
capitalize the earnings which at this time 
Will accrue to Huron Holding Corporation 
on such of the assets transferred to it as 
are now paying interest or dividends. Cer- 


tificates of interest in the stock of the Huron 
Holding Corporation will be issued on a share 
for share basis to holders of stock in the 
merged Manufacturers Trust Company. This 
stock will participate in all present and 
future equities of Huron Holding Corporation 
above the amount of the debentures. 

Officers of Huron Holding Corporation will 
be Harvey D. Gibson, chairman of the board 
of directors, H. C. Von Elm, vice-chairman, 
Ernest Stauffen, Jr., president, J. Lawrence 
Gilson and William P. Dunn, Jr., vice-presi- 
dents and Charles M. Close, secretary and 
treasurer. 


The Chase National Bank of the City of 
New York has been appointed registrar for 
the capital stock of Manufacturers Trust 
Company. 


George C, Haigh, for many years promi- 
nent in banking circles locally, was recently 
elected vice-president of the Bank of Man- 
hattan Trust Company and takes charge of 
the company’s office at 135 Broadway. He 
was also elected a member of the executive 
committee of the office. 


GEORGE C. HAIGH 


Recently elected Vice President of the Bank of Manhattan 
Trust Company, in charge of the 135 Broadway Office 
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The Washington Loan & Trust Company of 
Washington, D. C., which met with the loss 
of its revered president, the late John B. 
Larner during the past year, is progressing 
true to its record under the guidance of 
President Harry G. Meem and his executive 
associates. ‘There are not many financial 
institutions which can show a volume of 
business during 1931 in all departments 
which measures up favorably with preceding 
and so-called prosperity years. And yet 
that is precisely what this trust company has 
accomplished in the face of adverse business 
conditions. 

The forty-second annual report discloses 
that during 1931 the Washington Loan & 
Trust Company has been able by careful 
and conservative management to administer 
its affairs so that it earned a net profit of 
$18.69 per share which was more than sufii- 
cient to pay regular dividend of 12 per cent 
and an extra dividend of 2 per cent. The 
statement at the close of the year shows 
that available cash and secondary reserves 
amount to approximately 50 per cent of all 
deposits. Resources aggregate close to 
twenty millions of dollars exclusive of sub- 
stantial volume of trust department hold- 
ing with deposits of $16,409,944 representing 
a gain for the year. Volume of business in 
the banking department was substantially 
larger than during 1930. Gross earnings for 
1931 were $989,713. Surplus and undivided 
profits of $2,550,063 also reflect increase with 
capital amounting to $1,000,000. Savings de- 
posits are substantially larger in volume and 
number of accounts. 


The trust department, under the guidance 
of William H. Baden, vice-president and 
trust officer, reports notable increase of the 
principal of estates under administration, 
exceeding any previous year. Number of 
estates and fiduciary accounts likewise re- 
cord increase, although there were an un- 
usual number of estates settled. High marks 
are also scored in number of wills in cus- 
tody of the Company, number of voluntary 
trusts and agency agreements, testifying the 
fine type of fiduciary service maintained by 
this trust company. ‘The real estate depart- 
ment, headed by Alfred H. Lawson, vice- 
president and real estate officer, presents 
an exceptionally satisfactory review of op- 
erations, considering the general state of 
business. A larger number of construction 
loans were made than in several years past 
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THE WASHINGTON LOAN AND TRUST COMPANY OF WASHINGTON, 
D. C., REPORTS YEAR OF SUBSTANTIAL PROGRESS 










and the rental division was able to show an 
increase in earnings. The insurance depart- 
ment recorded an appreciable increase in 
both commissions and premium income. 
There has been but three foreclosures during 
the year and in only one instance was it 
necessary for the Company to take over the 
property, amounting to $5,601 and this will 
be disposed of without any expectation of 
loss. Gratifying statements were also forth- 
coming from the foreign, investment and 
safe deposit departments. The West End 
Office of the Company contributed materially 
to the successful results of the year. 


MIDWINTER TRUST CONFERENCE BAN. 
QUET COMMITTEE 

Following are the members of the twenty- 
first annual Trust Banquet Committee in 
ecnnection with the Mid-Winter Trust Con- 
ference, held on the evening of February 18th 
at the Hotel Commodore in New York City, 
with Thomas C. Hennings, president of the 
Trust Division of the A. B. A., and vice- 
president of the Mercantile Commerce Bank 
& Trust Company of St. Louis, presiding: 

J. Stewart Baker, vice-chairman, Bank of 
Manhattan Trust Company, New York City, 
chairman; Leroy W. Baldwin, president, Em- 
pire Trust Company, New York City; Merrel 
P. Callaway, vice-president, Guaranty Trust 
Company of New York, New York City; S. 
Sloan Colt, president, Bankers Trust Com- 
pany, New York City; Harris Creech, presi- 
dent, Cleveland Trust Company, Cleveland, 
O.; Artemus L. Gates, president, The New 
York Trust Company, New York City; Har- 
vey D. Gibson, president, Manufacturers 
Trust Company, New York City; Pierre Jay, 
chairman of the board, Fiduciary Trust 
Company, New York City; Perey H. John- 
ston, president, Chemical Bank & Trust Com- 
pany, New York City; James H. Perkins, 
president, City Bank Farmers Trust Com- 
pany, New York City; Lewis E. Pierson, 
chairman of the board, Irving Trust Com- 
pany, New York City, Philip Stockton, presi- 
dent, Old Colony Trust Company, Boston, 
Mass., Melvin A. Traylor, president, First 
National Bank, Chicago, Ill., and Henry E. 
Sargent, New York City. 





Morris K. Perinchief, vice-president of the 
Farmers Trust Company at Mt. Holly, N. J. 
has been elected president. 








TRUST 


COMPANIES 


The Mechanics’ Trust Company 
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(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 
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Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
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ANNUAL DINNER OF FIDELITY UNION TRUST OF NEWARK TO LIFE 
UNDERWRITERS 


Whatever doubt or difference of opinion 
may obtain in trust company circles gener- 
ally as to the cooperative attitude of life 
underwriters in fostering life insurance 
trusts, no such question applies to the rela- 
tions of the Fidelity Union Trust Company 
of Newark, New Jersey, with life underwrit- 
ers of that city and northern New Jersey. 
The proof is to be found in the substantial 


and continued acquisition of life insurance 


trust business on the books of this trust 
company. 

The genuine spirit which exists between 
the Fidelity Union Trust and Newark life 
underwriters was clearly in evidence at the 
recent seventh annual dinner tendered by 
the trust company to local life underwriters, 
held at the Robert Treat Hotel in Newark, 
attended by 325 guests. These dinners are 
given each year by the company and as in 
the past the officers of the trust company 
acted as hosts. 

Leslie G. MeDouall, associate trust officer 
of the Fidelity Union Trust Company and 
chairman of the Insurance Trust Committee 
of the Trust Division of the American Bank- 
ers Association, presided at the dinner and 
meeting. Mr. McDouall, in introducing Er- 
nest D. Finch, president of the Life Under- 
writers Association of Northern New Jersey 
and for many years general agent in Newark 
of the Missouri State Life Insurance Com- 
pany, spoke of the progress and cooperation 
that existed during the past year in the cre- 
ation and establishment of new trust business 
in Newark. Mr. Finch pledged a renewal 
of this cooperative spirit, and pointed out 
the unblemished record of trust departments 
in even those banks that had failed during 
the past. 


Following Mr. Finch, J. H. Bacheller, presi- 
dent of the Fidelity Union Trust Company 
who was made an honorary member of the 
Newark Life Underwriters Association, said 
that the Fidelity Union would follow out the 
same active program of soliciting new in- 
surance trust business as in the past and 
that the life underwriters of Newark could 
expect the same friendly attitude on the part 
of the Trust Company as heretofore and 
that the same general policies would govern 
its activities. 

Following Mr. Bacheller, Henry E. Sargent, 
secretary of the Trust Division of the Ameri- 
ean Bankers Association was introduced, fol- 
lowed by Elwood E. McCleis: of New York, 
one of the foremost after-dinner speakers of 
the country who talked on “The Art of Seli- 
ing.” 

Officers of the Fidelity Union Trust Com- 
pany at the speakers table were: William 
Scheer, chairman of the board; Edward A. 
Pruden, vice-president and trust officer; Paul 
C. Downing, vice-president; Horace K. Cor- 
bin, vice-president; and H. Stacy Smith, 
vice-president. Also at the speakers table 
were: Morrison C. Colyer, president, Fidelity 
Union Title & Mortgage Guaranty Company, 
and Charles G. Colyer, president, Fidelity 
Union Stock & Bond Company. 


Princeton University receives a large part 
of the estate of the late Paul Guenther, foun- 
der of the Onyx Hosiery Mills, which is 
valued at from eight to ten millions. 

According to a compilation by the National 
Industrial Conference Board, the wealth of 
the United States is placed at $329,000,000 
as of the close of 1930 and representing a 
decrease of 8.9 per cent compared with 1929. 

















At a recent meeting of the board of direc- 
tors of The Manhattan Company, J. Stewart 


Baker was elected chairman of the board, 
succeeding the late Paul M. Warburg. At 
the same meeting James P. Warburg, son 
of the late Paul M. Warburg, was elect- 
ed vice-chairman of the board to suc- 
ceed Mr. Baker. Announcement was also 
made of the election of F, Abbot Goodhue, 
president of the Bank of Manhattan Trust 


Company, as chairman of the board of the 
International Acceptance Bank, Ine., to suc- 
ceed the late Mr. Warburg. 

Mr. Baker, in assuming the chairmanship 
of The Manhattan Company, is following in 


the foosteps of the distinguished banking 
eareers of his father and grandfather, Ste- 
phen Baker and Stephen Baker, the elder. 


He is only thirty-nine years of age and was 


only thirty-four when he became president 
of the Bank of Manhattan Trust Company, 
a post occupied successively by his grand- 


father and his father. Last December Mr. 
Baker was relieved of his duties as president 
of the Bank of Manhattan Trust Company 


J. STEWART BAKER 


Elected Chairman of Board of The Manhattan Company 
of New York, sncceeding the late Paul M. Warburg 
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J. STEWART BAKER ELECTED CHAIRMAN OF THE MANHATTAN 
COMPANY OF NEW YORK 





in order to enable him to devote more time 
to the affairs of The Manhattan Company, 
as vice-chairman of the board, although con- 
tinuing his official connection with the Bank 
of Manhattan Trust Company as vice-chair- 
man of that organization. 

Mr. Baker was born in Lawrence, L. I., and 
graduated from Princeton in 1915. He be- 
gan his banking career as messenger at the 
Bankers Trust Company and later was as- 
signed to the trust department. At the out- 
break of the war he joined the navy as an 
ensign and served until January, 1919. He 
next became assistant cashier of the Union 
Square office of the Bank of Manhattan Com- 
pany and was elected vice-president in 1920. 
In 1927 he became president of the Bank 
of Manhattan Company and head of the Bank 
of Manhattan Trust Company when the for- 
mer was taken over by the latter in 1929. 
Mr. Baker is now serving as president of 
the New York State Bankers Association. 

James P. Warburg was born Aug. 18, 1896, 
at Hamburg, Germany, attended Middlesex 
School at Concord, Mass., and was graduated 
from Harvard in 1916. Until the outbreak 
of the war he was with the Baltimore & Ohio 
Railroad Company and then enlisted as a 
student aviator in the Naval Flying Corps. 
In 1922 he became secretary of the Interna- 
tional Acceptance Bank, Ine. In 1923 he be- 
came vice-president, and in 1929 he resigned 
to become president of the International Man- 
hattan Company, Ine. Recently he was elect- 
ed president of the International Acceptance 
Bank, Ine. 


Mr. Goodhue was born in Brookline, Mass., 
on June 14, 1888, and was graduated from 
Harvard in 1906, attending Harvard Law 
School for one year. In 1907 he became a 
messenger with the First National Bank of 
Boston. In 1912 he was appointed president 
of the Brookline Trust Company, and in 
1913 was elected vice-president of the First 
National Bank of Boston. In 1917 he estab- 
lished the bank’s branch in Buenos Aires. 
Mr. Goodhue became president of the Inter- 
national Acceptance Bank, Ine., in 1931, and 
in 1926 was elected president of the Inter- 
national Acceptance Trust Company and re- 
cently became president of the Bank of Man- 
hattan Trust Company and vice-chairman of 
the International Acceptance Bank, Inc. of 
New York. 










TRUST 


COMPANIES 


ENLARGED AND SPACIOUS NEW HOME OF THE AMERICAN SECURITY 
AND TRUST COMPANY OF WASHINGTON, D. C. 


Visitors to the national capital cannot fail 
to be impressed with the stately new ad- 
dition to the classic old main office building 
of the American Security & Trust Company 
of Washington, D. C., which graces the promi- 
nent corner on Pennsylvania avenue opposite 
the Treasury Building and within a few 
hundred yards of the Executive Mansion. 
The new ten-story structure with its exterior 
suggestive of strength and stability provides 
a fitting background to the fine old main 
office building, with its facade of huge pillars 
and which is now undergding final stages of 
alteration to enable the trust company to 


use jointly the main office and the addition 
for its various departments. 


Occupying what is probably the most valu- 
able and conspicuous business location in the 
nation’s capital, the American Security & 
Trust Company is now in position to meet 
the demands of growth which has not been 
interrupted during the present period of 





general business reverse. Within the past 
few months the main office and all depart- 
ments have been transferred from the origi- 
nal and the former adjoining annex to the 
new American Security Building on Fif- 
teenth street at Pennsylvania avenue. The 
banking department will be re-located in the 
spacious first floor rooms of the united build- 
ings when the remodelling of the old main 
office is completed. Modern equipment has 
been installed throughout the bank so that 
the work of each department and the trans- 
acting of interdepartmental business will be 
facilitated. 

The safe deposit department is located on 
the downstairs floor of the new building and 
represents the latest in vault protection and 
convenience. In addition to the banking de- 
partment the securities and foreign exchange 
departments are also quartered on the first 
floor. The entire second floor is reserved for 


Broun ae JYuusy & 
ane Lawes & deen. 


HOME OF THE AMERICAN SECURITY AND TRUST COMPANY OF WASHINGTON, D. C., SHOWING 
THE NEWLY COMPLETED ADDITION 
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the trust department which has had excep- 
tional development. A number of other de- 
partments are located on the third floor, 
including bookkeeping, purchasing, credit and 
department of public relations. The audit- 
ing department is accommodated on the 
fourth floor. The director’s room, with its 
handsome appointments is located on the 
tenth floor where also provision is made for 
the staff dining rooms and kitchens, from 
which point an excellent view is obtained 
of the city’s skyline with the Potomac in the 
distance. Other floors are available for of- 
fices and tenants. A striking feature of the 
interior work of the main banking and other 
departments is the blending of rare marbles 
and the fine craftsmanship in equipment and 
finish. 

The American Security & Trust Company 
was organized in 1889 and the occupancy of 
new quarters marks the fourth distinct 
movement of the Company during its career 
or expansion. In 1905 the Company took 


possession of the handsome building at the 
corner of Fifteenth street and Pennsylvania 
avenue which is classed among the finest in- 
dividual bank buildings in the United States. 
Through a merger with the Home Savings 
Bank in 1919, the American Security ac- 
quired additional banking offices and now has 


five offices located in desirable sections of 
the city. Over the mantelpiece of the di- 


PaRT OF THE LOBBY IN THE NEW ANNEX BUILDING 
OF THE AMERICAN SECURITY AND TRUST Co. OF 
WASHINGTON, D. C. 
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rector’s room in the new building there 
is an excellent oil painting of the late 
Charles J. Bell, one of the founders of the 
Company, who served the organization as 
president for thirty-five years and at the 
time of his death in 1928 was chairman of 
the board. He was succeeded as president 
by the present incumbent, Corcoran Thom 
who with his capable associates have worth- 
ily carried on the fine traditions and poli- 
cies of the Company. 

The 42nd annual report of the operations 
of the American Security & Trust Company, 
submitted January 19th by President Cor- 
coran Thom, is noteworthy as showing the 
progress made during the past year. This 
shows capital of $3,400,000 with surplus of 
$3,400,000 remaining the same throughout 
the year. The sum of $150,000 as reserves 
for contingencies and to cover depreciation 
in bond accounts, was set up during the 
year, leaving undivided profits at close of 
last year $758,896 and representing an in- 
crease over the sum a year previous. Total 
deposits also revealed a net increase with 
savings deposits of $15,242,331 indicating in- 
erease of over $1,800,000. ‘There was like- 
wise an increase in the number of banking 
department accounts which totalled 71,467 
at close of 1931. The sum of $619,181 was 
paid as interest to depositors. Net profits 
of the year were $647,379 with regular 12 
per cent dividends and an extra dividend of 
3 per cent calling for a distribution of $510,- 
000. 

The American Security & Trust Company 
held in its trust department estate and trust 
funds and property aggregating $107,841,000 
at close of last year. This includes invest- 
ments at par value, real estate at assessed 
value and cash, representing gain of $1,742,- 
138 above the amount held on December 31, 
1930. Substantial gains are reported in 
number of will appointments, life insurance 
trusts and other fiduciary assignments. 
President Thom was also able to report a 
satisfactory year for real estate department 
operations. 


Frederick K. Hopkins, attorney, has been 
elected president of the Hoboken Trust Com- 
pany succeeding Charles Fall, retired. 

Twenty-two men and women in this coun- 
try hold personal insurance policies for $3,- 
000,000 or more, the list being headed by 
Pierre 'S. du Pont with $7,000,000. 

E. D. Kenna, formerly assistant vice-presi- 
dent and assistant trust officer, and T. W. 
Yates, have been made vice-presidents of the 
Merchants Bank & Trust Company of Jack- 
son, Miss. 
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New York 


CONSOLIDATED STATEMENT OF NEW 
YORK CITY BANKS AND TRUST 
COMPANIES 

Reports of the eighty-nine banks and trust 
companies in Greater New York as of De- 
cember 31, 1931, show combined resources of 
$11,260,730,200, a decrease of $2,983,344,700 
compared with the total resources of 116 re- 
porting banks in Greater New York at the 
close of the previous year. 

Loans and discounts have declined $1,654,- 
822,000 and total $4,819,313,000. Deposits 
show a decrease of $2,056,256,000 with pres- 
ent total at $8,246,556,000. There is an in- 
crease of $272,225,600 in bonds, securities 
and real estate owned, the total now being 
$3,257,177,900 and the cash and due from 
banks amounts to $1,521,426,700, a decrease 
for the year of $697,683,800. 

The aggregate capital of these eighty-nine 
banks and trust companies is $708,1388,600 and 
although surplus and profit account has been 
reduced by the payment of dividends, trans- 
fers to other reserves and the writing down 
of security accounts to the extent of $213,- 

55.300 there is still an impressive total of 
$1,176,.622,700 in that account. 


TREASURY LIBERALIZES REQUIREMENTS 
FOR DEPOSIT OF PUBLIC FUNDS 
The Treasury Department at Washington 
has put into effect amended rules governing 
the deposit of public funds and broadening 
the provisions concerning classes of collateral 
security eligible as security against such de- 


posits. The large increase in postal savings 
deposits has made such savings funds an im- 
portant source of acquiring additional pub- 
lic funds for commercial banks. A feature 
of the new ruling is that it does away with 
a previous requirement specifying that obli- 
gations of municipalities tendered as secur- 
ity against treasury deposits must not yield 
more than 6 per cent. The Treasury’s 
amended ruling reads as follows: 


“Approved bonds of any county, city or 
political subdivision in the United States; 
and approved notes, certificates of indebted- 
ness and warrants with a fixed maturity as 
issued by any county or city in the United 
States, which are direct obligations of the 
county or city as a whole, or which are pay- 
able from general taxes levied on all tax- 
able property in such county or city; all 
at 90 per cent of market value, not to ex- 
ceed par; provided that the obligations ten- 
dered are issued by a county, city or politi- 
cal sub-division in the United States which 
has obligations classified in one of the three 
highest grades by a recognized investment 
service organization regularly engaged in the 
business of rating or grading bonds.” 


GENEROUS BEQUESTS IN LEWIS CASS 
LEDYARD WILL 

The recently probated will of Lewis Cass 
Ledyard, former personal counsel to the elder 
J. P. Morgan and eminent member of. the 
New York Bar, who died January 27th, con- 
tains generous provisions for educational 
purposes and distributes an estate estimated 
at over ten million dollars. A bequest of 
$2,000,000 is made to the New York Public 
Library of which Mr. Ledyard was a former 
president. The Pierpont Morgan. Library 
receives $250,000 outright. The widow, Mrs. 
Ledyard, receives $1,000,000 outright and 
a trust fund of $500,000, besides valuable 
property and effects. The residue of the 
estate goes to the son, Lewis Cass. Ledyard, 
Jr., who is named as executor. The United 
States Trust Company of New York is named 
trustee. 

Another new record in savings history was 
set by the 146 savings banks of the State of 
New York in 1931. According to informal re- 
ports the total deposits on January 1, 1982, 
were $5,260,068,966, a gain of $466,319,923. 

The Chase National Bank of New York has 
been appointed transfer agent for the capital 
stock of American Alliance Insurance Co. 
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KINGS COUNTY TRUST COMPANY 


342, 344 & 346 Furton St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $562,000.00 





JULIAN P. FAIRCHILD, Presiaen: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vice-President 





ANNUAL MEETING OF CORPORATE 
FIDUCIARIES ASSOCIATION OF 
NEW YORK CITY 
‘The annual meeting and election of new 
officers of the Corporate Fiduciaries Asso- 
ciation of New York City was held Monday 
evening, January 25, 1932 at the Waldorf- 
Astoria, preceded by a dinner at which more 
than 200 representatives of New York City 
banks and trust companies, belonging to the 
Association, were in attendance. <A feature 
of the annual meeting was an address by 
Prof. Franklin F. Russell of the Brooklyn 
Law School on “The Proposed Change in the 
Rule Against Perpetuities in New York 

State.” 

(. Allison Scully, vice-president of the 
Bank of Manhattan Trust Company of New 
York, was elected president of the Associa- 
tion for the ensuing year, succeeding Mr. 
Morton, vice-president of the Central Han- 
over Bank & Trust Company. In assuming 
his new office Mr. Scully discussed some im- 
portant and current problems affecting trust 
administration and legislation. For vice- 
president the Association elected Orrin R. 
Judd, vice-president of the Irving Trust Com- 
pany. Howard B. Smith, trust officer of the 
Chemical Bank & Trust Company was re- 
elected secretary and treasurer. 

The following were elected members of 
the executive committee: John <A. Burns, 
vice-president, Chase National Bank; John 
T. Creighton, vice-president, City Bank Farm- 
ers Trust Company; Foster W. Doty, vice- 
president, Commercial National Bank & 
Trust Company; Charles Eldridge, vice- 
president, Bank of New York & Trust Com- 
pany; Wentworth P. Johnson, vice-president, 
Irving Trust Company; Walter McMeekan, 
vice-president, Manufacturers Trust Com- 
pany; H. U. Silleck, vice-president, Brooklyn 
Trust Company; C. Alison Scully, vice-presi- 
dent, Bank of Manhattan Trust Company 
and H. F.° Whitney, vice-president, Empire 
Trust Company. 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 


ELECTED VICE-PRESIDENT BROOKLYN 
TRUST COMPANY 

Paul F. Ely was elected a vice-president 
of the Brooklyn Trust Company at the recent 
annual organization meeting of the board of 
trustees. Other officers were re-elected for 
the ensuing year. Mr. Ely had been an as- 
sistant secretary of the company since Feb- 
ruary 15, 1930. He will continue to be asso- 
ciated with Harold I, Spence, vice-president, 
in the trust investment division. Mr. Ely 
was born December 138, 1899 at Bayonne, N. J. 
Prior to his first connection with the Brook- 
lvn Trust Company on November 1, 1929, he 
was associated with Wood, Struthers & Co. 


NEW UNIT FOR MARINE MIDLAND GROUP 

The Marine Midland Group of New York 
has completed negotiations for the acquisition 
of the Peoples Trust Company of Malone, 
New York which has resources in excess of 
$3,700,000 and giving the group a total of 
twenty strong banks and trust companies 
located throughout New York State, includ- 
ing the parent Marine Trust Company of 
Buffalo and the Marine Midland Trust Com- 
pany in New York City. Announcement is 
also made that the Orleans County Trust 
Company of Albion, New York, a member 
of the group is negotiating for the purchase 
from the receiver of the closed Citizens Na- 
tional Bank of Albion, sufficient assets to per- 
mit the receiver to pay an immediate divi- 
dend of 50 per cent to depositors. 

The consolidated income account of the 
Marine Midland Corporation and subsidiaries 
shows that profits for the year were $1.42 
per share on stock outstanding. A combined 
statement of the banks owned by the Marine 
Midland, showed capital of $35,000,000; sur- 
plus of $25,720,000; undivided profits of $9,- 
334,662.80, and reserves of $18,223,262.30. 
Deposits on the combined statement were 
$409,825,259.28, which includes deposits of 
the Marine Midland Corporation. 
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FAIR EARNINGS BY TITLE GUARANTEE 
& TRUST COMPANY 

Considering general market and business 
conditions the Title Guarantee & Trust Com- 
pany of New York was able to make a good 
showing as to earnings and operations dur- 
ing the past year, according to the annual 
report of the president, Clinton D. Burdick. 
Net earnings were $3,628,080 as compared 
with $4,108,457 for 1980. The company made 
expenses and dividends and added $178,000 
to undivided profits. Stockholders received 
during the year dividends amounting to $7.20 
per share, of which $4.80 represented regular 
and $2.40 extra dividends. 

President Burdick announced considerable 
saving in expenses last year. The company 
sold some securities during the year, regis- 
tering a net loss and in addition set up a 
reserve for contingencies of $4,500,000. Net 
title losses for the year amounted to $106,336. 
The good earnings record was in part due 
to the diversity of the company’s business 
and the extensive territory covered by the 
organization through its various offices from 
North River to Montauk Point and from Tot- 
tenville in Staten Island to the Yonkers line 
and throughout Westchester County. 

The company sold $152,256,000 of 
gages and certificates, most of them with 
the guarantee of the associated Bond and 
Mortgage Guarantee Company. The demand 
for mortgages was greater than the available 
supply. In the trust department there was 
a satisfactory increase in number of new 
trust accounts and trust earnings for the 
year were 32 per cent greater than in 1930 
and 62 per cent ahead of 1929, which is an 
exceptional record. 


mort- 


HORACE STREETER GOULD 

The management of the Corporation Trust 
Company of New York mourns the death of 
one of its most valuable and loyal executives. 
On January 27th, Horace Streeter Gould, sec- 
retary and vice-president of the company suc- 
cumbed after a prolonged illness. He joined 
the Corporation Trust Company in 1899, hav- 
ing previously for several years been in the 
employ of late Judge James B. Dill, long a 
prominent corporation lawyer, the so-called 
father of the New Jersey Corporation Law 
and at one time judge of the New Jersey 
Court of Errors and Appeals. 

Since joining the Corporation Trust Com- 
pany in 1899 Mr. Gould has been continuous- 
ly with that organization. In 1911 he was 
elected secretary and in 1917 was elected 
vice-president. He was born September 17, 
1879 at East Orange, N. J., and is survived 
by his widow and two sisters. 


‘PRESIDENT 
HOTEL 


APARTMENTS 


on the Boardwalk 


Atlantic City 


200 
ROOMS 


with 
Salt Water Baths 


REDUCED FALL AND WINTER RATES 


AMERICAN AND EuROPEAN PLANS 


Sea Water Swimming Pool 
Concert Orchestra 
Turkish and Cabinet Baths 
Spacious Sun Deck 


Also beautifully furnished apartments 
by the week, month or year. 





ROBERT L. WELLS 


Who has been elected Vice-president in charge of the trust 
work of the Manufacturers National Bank of Troy, N. Y. 
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NEW YORK FINANCIAL ADVERTISERS 
ENTERTAIN 


A luncheon was given recently at the Hotel 
Roosevelt by the members of the Financial 
Advertisers Association of New York to 
members of the governing and business ex- 
tension committees of the Financial Adver- 
tisers Association. Charles H. McMahon, 
president of the F. A. A., and vice-president 
of the First Wayne National Bank of Detroit, 
was the guest of honor. In greeting the 
assembled financial advertising men Mr. 
McMahon announced that it had been decided 
by the directors to hold the 19382 F. A. A. 
convention in Chicago. 

A vigorous appeal was made by H. A. 
Lyon, advertising director of the Bankers 
Trust Company of New York for more ener- 
getic advertising on the part of banks, trust 
companies and investment firms as to the 
truth regarding their respective services an: 
the development of a better understanding 
on the part of the public. Confidence in 
banking and finance must be restored, he 
stated and the opportunity is offered to 
those who direct or handle the advertising to 
cement closer relations and the restoration of 
good will. 

Preston E. seed, executive secretary of 
the F. A. A. told his audience of the services 
performed by the organization and the value 
of enlisting wider membership. 
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ROBERT L. WELLS ELECTED 
VICE-PRESIDENT 

At the recent annual organization meeting 
of the board of directors of the Manufactur- 
ers National Bank of Troy, N. Y., Robert L. 
Wells was elected a vice-president in charge 
of the trust department of the bank. Mr. 
Wells was formerly trust officer of the Lib- 
erty Bank of Buffalo. Before engaging in 
trust work he was a practicing attorney in 
Buffalo. He relinquished practice to become 
trust officer of the Community National Bank 
of Buffalo which was merged with the Lib- 
erty Bank in 1929. 


Effective February 1, 1932, the Chase Na- 
tional Bank increased the interest rate on 
compound interest accounts maintained at its 
branches to an annual rate of 3 per cent, as 
compared with the 2 per cent rate which has 
been in effect since June 1, 1931. The bank 
will continue its practice of compounding in- 
terest monthly on accounts in this depart- 
ment. 

Arrangements have been completed to unite 
the commercial paper business of Hathaway 
& Company with that of Goldman, Sachs & 
Company of New York under the name of 
the latter firm. 

The City Bank Farmers Trust Company 
of New York has been appointed transfer 
agent for common stock for Interstate Ho- 
siery Mills, Inc. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus 
Undivided 


Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of Sicily Trust Co 

Bank of Manhattan Trust Co 

Bank of N. Y. & Trust Co 

Bankers Trust Co 

Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co 

City Bank Farmers Trust Co 

Corn Exchange Bank & Trust Co 
Corporation Trust Co 

County Trust Co 

Empire Trust Co 

Fiduciary Trust Co 


Guaranty Trust Co 
Hibernia Trust Co 
Irving Trust Co 

Kings County Trust Co 
Lawyers Trust Co 
Manufacturers Trust Co 


Capital 


$1,000,000 
2,000,000 
1,600,000 
22,250,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 
21,000,000 
10,000,000 
15,000,000 
,000 
4,000,000 
6,000,000 
1,000,000 
2,000,000 
90,000,000 
3,000,000 
50,000,000 
500,000 
3,000,000 
27,500,000 
10,000,000 
12,500,000 
10,000,000 
2,000,000 


Profits, 


Dec. 31, 1931 Dec. 31, 1931 


$758,000 
2,101,300 
500,000 
44,436,700 
9,730,700 
75,020,400 
517,400 
12,893,100 
79,103,200 
44,758,800 
10,941,700 
22,549,500 
112,700 
3,131,800 
3,062,200 
1,000.000 
3,085,100 
194,959,000 
846,500 
75,506,700 
6,562,500 
2,400,000 
22,196,400 
7,019,000 
26,559,200 
21,208,100 
27,005,400 


Deposits, 


$4,151,600 
12,725,400 
9,098,200 
375,156,000 
105,769,800 
558,413,100 
17,205,800 
117,184,600 
608,191,900 
297,395,800 
46,830,400 
239,008,800 
46,600 
20,080,100 
74,063,900 
3,486,700 
16,543,400 


1,061,029,300 


14,076,200 
440,018,600 
30,948,000 
17,573,400 
270,090,800 
53,400,800 
252,070,100 
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PROPOSED BANKING AND TRUST 
COMPANY LEGISLATION 

There is promise of a flood-tide of pro- 
posed banking and trust company legislation 
at the next session of the state assembly. 
Under the direction of Secretary William D. 
Gordon of the State Banking Department 
a comprehensive survey is being conducted 
of banking laws in various states as a basis 
for study and comparison. It is known that 
the Governor of Pennsylvania is strongly in 
favor of a thorough revision and codification 
of the banking laws of the Commonwealth 
with a view to preventing any practices such 
as have been disclosed by a number of bank- 
ing failures. Meanwhile the state supervi- 
sory authority is exercising a tight rein on 
banking institutions, particularly as regards 
loans and reserves. Consolidations in small- 
er communities between competing banks is 
being encouraged as evidenced by the in- 
creasing number of mergers. 

Although the legislature will not meet un- 
til next year various committees of the Trust 
Company Section of the Pennsylvania Bank- 
ers Association are at work shaping con- 
structive bills. Perhaps the most important 
is that which relates to trust investments. 
In view of the experiences of the past year 
there is room for a great deal of improve- 
ment in the Pennsylvania requirements re- 
garding trust investments. For one thing 
the sentiment is more strongly in favor of 
conservative restraints as to type of invest- 
ments legal for trust funds. 

Advice has been received from the State 
Banking Department that the laws of the 
various states are being studied with a view 
of protecting the abuse of the title of “trust 
company.” There is no state in the union 
where so many banks have fallen by the way- 
side during the past years which masquer- 
aded as trust companies although not exer- 
cising or qualified to conduct trust functions. 
The intention of the state banking authorities 
is to restrict the use of the words “trust 
company” to only such institutions as are 
actually equipped to engage in trust service 
and with responsible set-up as well as ad- 
equate capital. 


For the year ended December 31, 1931, the 


Federal Reserve Bank of Philadelphia re- 
ports net earnings available for dividends, 
surplus and franchise tax amounting to $884,- 
172 against $1,102,770 in 1930. 


BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Megr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and’ administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 





GROWTH OF PROVIDENT MUTUAL 

Assets of the Provident Mutual Life In- 
surance Company of Philadelphia increased 
over ten millions during the past year to to- 
tal of $256,408,000. Premiums and interest 
received increased two millions to total ot 
$47,200,000. New insurance paid for amount- 
ed to $109,500,000. Payments to policyholders 
totaled $30,800,000, as compared with $27,- 
800,000 in 1980. Insurance in force increased 
to $1,029,800,000 while contingency reserves 
was increased from $18,351,000 to 18,709,000 
after setting aside estimated dividends to 
policyholders for the entire year of 1932. 


At the annual election of the Oil City Trust 
Company of Oil City, Pa., of which Frederick 
Fair is president, D. M. Sachs and A. E. 
Burch were elected directors. 

The Northern Trust Company of Philadel- 
phia distributed an extra dividend of 6 per 
cent in connection with the last quarterly 
declaration of same amount. 

The Clearfield Trust Company of Clearfield, 
Pa., reports trust funds of $5,322,000. 

The Wyoming National Bank of Wilkes- 
Barre, Pa., has absorbed the Union Savings 
Bank & Trust Company. 
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Loring’s 
Trustees’ Handbook 


FOURTH EDITION 
By AUGUSTUS P. LORING 
of the Boston Bar 
ss 3k ots 


INCE the publication of the first edition, 
twenty-nine years ago, there has been no other 
work written of a similar nature. 


With the great increase of trust estates in every 
part of the United States the demand for a short 
concise and practical statement of the law and 
practice, governing the management of trust prop- 
erty, has increased greatly. The changes which 
have taken place in customs, business, banking, 
and securities available for investment, have deeply 
influenced the law and made a restatement neces- 
sary in many cases. 


The fourth edition has been prepared to meet 
present day practice and conditions, and includes 
citations of the more important statutes and de- 
cisions of the various states. Over 900 new cases 
have been added. 


One Volume, Lamp Leather, Price $4.00 delivered 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 


SUCCESSFUL YEAR FOR THE 
PENNSYLVANIA COMPANY 

The Pennsylvania Company for Insurances 
on Lives and Granting Annuities of Phila- 
delphia, which celebrates the 120th anniver- 
sary since receiving its charter in 1912, ex- 
perienced substantial growth and recorded 
satisfactory earnings during the past year. 
In presenting the annual report President 
C. 8S. W. Packard stated that the earnings 
of the company during the twelve months of 
the fiscal year ended November 30, 1931, 
amounted to $3,712,780. This is equal to 
44.20 per cent on the $8,400,000 capital stock 
outstanding. Dividends of 30 per cent were 
paid during the year, besides a stock dividend 
of 2 per cent. Reserves of $10,000,000 have 
been set up. Individual trusts increased dur- 
ing the past year from $753,681,883 to $840,- 
000,000, a gain of over $86,000,000. Corpo- 
rate trusts total $1,838,000,000. 

Several changes and advancements in of- 
ficial personnel were made at the annual 
meeting. James Cheston, III, was elected 
vice-president and treasurer. Mr. Cheston 
formerly held the office of treasurer. William 
M. David, former trust officer, was also elect- 
ed a vice-president, and William F, Kriebel, 
sashier, was elected vice-president and cash- 
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ier. Other officers and directors were re- 
elected. 
NATURE OF PREFERENCES 

In every case in which preferred shares are 
under consideration, it is necessary to go to 
the charter or by-laws and find out exactly 
the nature of the preference, In 1901 there 
was a struggle between the Hill-Morgan party 
on the one side and the Harriman-Kuhn, Loeb 
party on the other, for control of the North- 
ern Pacific Railway Company, in the course 
of which the Hill-Morgan party secured a 
majority of the common shares, and the 
Harriman-Kuhn, Loeb party a majority of 
the preferred shares together with enough 
of the common shares to give them a majority 
of the entire outstanding stock. Inasmuch as 
both common and preferred shares had vot- 
ing rights, it seemed clear that the victory 
remained with the Harriman-Kuhn, Loeb 
group. Unfortunately for their calculations, 
however, the charter of the company gave 
the common shareholders a right at any time 
to redeem the preferred shares at par. This 
right the Hill-Morgan party exercised and, 
through the control thus given them by a 
clause which had apparently been overlooked 


by their opponents, obtained the upper hand. 
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HIGH RECORD EARNINGS OF THE FIDEL- 

ITY-PHILADELPHIA TRUST COMPANY 

During the past year the Fidelity-Philadel- 
phia Trust Company established a new high 
record for both gross and net earnings, ac- 
cording to the annual report to stockholders 
submitted by William P. Gest, chairman of 
the board. ‘This creditable performance in 
the light of general business conditions pre- 
vailing during 1931, is chiefly attributable 
to the conservatism and ability with which 
this company administers its large volume 
of trust business. Individual trusts in charge 
of the company at the end of the year ag- 
gregated $920,844,089, representing a gain of 
$29,546,172. During the year the trust de- 
partment received 815 new appointments; 
515 were closed and making the number of 
trust accounts under administration 7,750. 
The company is also trustee for $800,488,270 
of corporate trusts with total collateral held 
in this capacity amounting to $33,266,841. 

The report submitted by Chairman Gest 
shows that gross earnings for the past year 
were $5,969,594 as compared with $5,215,410 
for the year 1930. After deduction of operat- 
ing expenses and taxes, amounting to $2,933,- 
795, the net earnings were $3,035,798, us com- 
pared with $2,398,068 in 1930. The balance 
of undivided profits account on December 31, 
1930, amounted to $5,028,446 and with net 
earnings for the year 1931 together with a 
profit of $208,982 from the sale of real estate, 
making total fund of $8,273,227 available. 
Against this sum were charged four quar- 
terly dividends totaling $1.608.000 and vari- 
contributions to charitable and other 
funds. 

Carrying out the conservative policies of 
the company the sum of $5,083,198 was trans- 
ferred from total available funds as reserve 
against depreciation of securities, leaving a 
balance of $1,392,074 in undivided profits at 
the close of the year and after charging off 
miscellaneous items 


ous 


losses on securities and 
amounting to $148,608. Commenting on the 
necessity of making security adjustments, 
Chairman Gest stated in his report: 

“The present financial depression has con- 
tinued for over two years and has occasioned 
a depreciation in the securities belonging 
to your company which necessitates an ad- 
justment. The State Banking Department 
has adopted methods for the appraisement 
of securities under present conditions, but 
your board has thought it conservative to 
provide more liberally for such depreciation 
than these methods would render necessary. 
The current net earnings of the company 
during the past year, in excess of dividends, 
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together with a large part of the undivided 
profits, have been applied for this purpose. 
In view of the fluctuations of the market it 
has been thought wiser, instead of charging 
down each security on the balance sheet, to 
set up from the above sources the reserve 
against depreciation of securities, as shown 
in this report. Capital and surplus remain 
as before.” 

The capital of the Fidelity-Philadelphia 
Trust Company stands at $6,700,000 with sur- 
plus account of $21,000,000. Deposits at close 
of the year were $82,848,009 and resources ag- 
gregating $123,923,314. Included in resources 
are cash on hand and in banks of $12,168,- 
039; U. S. Government securities, $15,093,- 
437: other investments, $43,642,116, and 
loans, $44,868,167. 

The annual report shows further that an 
unusually large demand was made for safe 
deposit facilities necessitating the installa- 
tion of two new units. There was an in- 
crease in the number of boxes rented from 
5.1538 to 6,108, a net gain of 955 boxes. 


The board of directors of the Corn Ex- 
change National Bank & Trust Company of 
Philadelphia, Pa., have appointed Harry T. 
Kilpatrick as assistant vice-president. 
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JOSEPH WAYNE, JR. AGAIN HEADS 
CLEARING HOUSE 

At the annual meeting of the Philadelphia 
Clearing House Association, the following 
officers were re-elected: Joseph Wayne, Jr.; 
president of the Philadelphia National Bank, 
president; William P. Gest, chairman of the 
board of the VFidelity-Philadelphia Trust 
Company, vice-president, and Clarence H. 
Batten, secretary-manager. 

Clearing House Committee: Mr. Gest, 
Charles 8. Caldwell, president of the Corn 
Exchange National Bank & Trust Company; 


President of the Philadelphia National Bank, who has been 
elected President of the Philadelphia Clearing House 
Association 
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William J. Montgomery, vice-president of 
the First National Bank of Philadelphia; 
Howard A. Loeb, chairman of the Trades- 
men’s National Bank & Trust Company; J. 
Willison Smith, president of the Real Estate- 
Land Title & Trust Company; John H, Ma- 
son, vice-president of the Pennsylvania Com- 
pany for Insurances on Lives and Granting 
Annuities, and Albert A. Jackson, president 
of the Girard Trust Company. 


Harry Schofield of the Girard Trust Com- 
pany has been elected president of the Penn- 
sylvania State Safe Deposit Association, and 
L. A. Wirt of the Pennsylvania Company for 
Insurances on Lives and Granting Annuities 
was elected vice-president. 

The First National Bank of Scranton, Pa., 
has absorbed the Dime Bank-Lincoln Trust 
Company, increasing its resources to $75,000,- 
000 and deposits to $65,000,000. 

At the annual meeting of directors of the 
Reading Trust Company of Reading, Pa., 
George R. Howell, executive vice-president, 
was named president. 


PRIOR CLAIMS 


Preferences granted to preferred shares are 
no more than are distinctly specified, and 
these preferences may consist not only of 
prior claims as to dividends and assets, but 
of prior claims as to voting. For instance, 
the preferred shares of the Rock Island Com- 
pany of New Jersey (the former holding com- 
pany for the Chicago, Rock Island & Pacific 
Railway) were entitled to elect a majority 
of the directors of that company. It is more 
usual, however, for preferred shares to have 
no vote, on the theory that the responsibility 
for conducting the corporation should rest 
with the non-preferred shares, which take 
the greater part of the risk. 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Surplus and 


Undivided 


Profits, Deposits, Par Last 


Capital Sept. 29, 1931 Sept. 29,1931 Value 


Continental Equitable 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 

Germantown Trust 

Girard Trust Co 

Industrial Trust Co 

Integrity Trust 

Kensington-Security Bank & Trust ... 
Liberty Title & Trust 

Ninth Bank and Trust 


3 
7,500,000 
3,131,200 


Real Estate Land Title and Trust..... 
Real Estate Trust 


$2,838}410 
26,878,686 
2,212,017 
4,297,019 
18,023,188 
4,482,763 
16,051,438 
4,255,588 
1,744,868 
3,004,008 
1,554,227 
4,074,693 
30,527,781 
17,117,166 
13,623,752 
2,475,067 


$13,293,612 
102,947,974 
9,631,245 
19,928,471 
92,428,579 
15,194,299 
52,355,236 
14,944,358 
6,362,187 
20,587,096 
7,398,184 
12,120,680 
212,508,640 
30,664,561 
40,461,435 
6,043,892 
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RESERVE BANK FOR MUTUAL SAVINGS 
BANKS OF MASSACHUSETTS 

There is keen interest among bankers gen- 
erally in the proposal fostered by the Gov- 
ernor of Massachusetts and seemingly having 
the approval of most of the mutual savings 
bankers of this commonwealth, which aims 
to set up, in effect, a central reserve organ- 
ization for the mutual savings banks of Mas- 
sachusetts. It is quite conceivable that if 
the plan is adopted by the legislature and 
works successfully under existing conditions, 
that the idea is likely to spread to other 
states and acquire a wide application as an 
emergency measure. 


The plan, as sponsored by Governor Ely 
and embodied in a bill before the General 
Court, provides for the creation of :the 
Mutual Savings Guaranty Fund, as a cor- 
poration for the purpose of protecting de- 
posits in savings banks. It is set forth in 
the introductory clause that the plan is 
proposed aS an emergency law. Every sav- 
ings bank and institutions for savings in 
Massachusetts would be compelled to be- 
come a member bank. The prime object is 
that the corporation should be in position to 
assist member banks temporarily in need of 
eash or which hold investments that cannot 
be readily liquidated by making loans to such 
banks, secured by mortgages or other se- 
curities legally held by savings banks. Each 
bank would have one vote for each $10,000,- 
000 or fraction of deposits. The directors 
of the corporation would be empowered to 
make assessments proportionately and re- 
quiring each bank to deposit in cash with 
the corporation a total of not more than 
three per cent of its deposits. Under such 
assessments and based on the last combined 
report of total deposits of the mutual savings 
banks of Massachusetts the corporation 
would have immediate capital of $65,000,000 
available. The proposal, at this time, how- 
ever, is to start the corporation with only 
$3,000,000, and raise the remainder as it may 
be needed. 


ANTI-TRUST COMPANY BILLS REAPPEAR 
IN MASSACHUSETTS LEGISLATURE 


The campaign waged by certain elements 
in the Boston and Massachusetts Bar asso- 
ciations to secure legislation imposing re- 
strictions upon the activities and functions 
of trust companies has been renewed at the 
present session. A number of more or less 


Capital 
$3,000,000 


$3,500,000 


Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
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The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 


Member Federal Reserve System 


drastie bills have been introduced and as a 
result of hearings and joint meetings it ap- 
pears at this writing that the legislature 
will enact some bill on this subject. One of 
the bills seeks to prohibit trust companies 
from either advertising or soliciting trust 
business. The corporate fiduciaries are mak- 
ing vigorous protest against this bill which 
would practically compel them to go out of 
business and as a violation of the rights con- 
ferred by their charters. Another bill re- 
lates primarily to the writing of wills and 
trust instruments which appears to provide 
a better basis of reconciliation between law- 
yers and trust companies. 


ADDITIONAL VICE-PRESIDENTS AT 
FIRST NATIONAL OF BOSTON 

Lloyd D. Brace, John E. Toulmin, Hugh 
C. Ward, Serge Semenenko and J. Reed 
Morse, have been elected vice-presidents of 
the First National Bank of Boston. They 
were formerly assistant vice-presidents. Wil- 
liam Peterson and Robert M. Morgan were 
appointed assistant cashiers. 


The Sagamore Trust Company and the 
Security Trust Company of Lynn, Mass., 
have been consolidated. 
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EXECUTIVE CHANGES AT THE BOSTON 
SAFE DEPOSIT & TRUST COMPANY 
At the last annual meeting of the Boston 

Safe Deposit & Trust Company the new 

offices of chairman of the board, vice-chair- 

man and chairman of the executive com- 
mittee were created. This action was taken 
barely a week prior to the sudden death of 

Charles E. Rogerson who had asked to be 

relieved of the active duties of president 

after a continuous service of twenty-seven 
years in that office. Mr. Rogerson was elected 
to the new office of chairman of the board 
which has become yacant by his death. James 

Dean was elected vice-chairman of the board 

and Willard T. Carleton, senior vice-presi- 

dent was elected president of the company. 
James Dean, the new executive head of 

the Boston Safe Deposit & Trust Company 

has been a director of the organization since 

July, 1925, and in the following year was 

elected a member of the executive committee 

of the board. Because of his close associa- 


tion with the late Charles E. Rogerson, Mr. 
Dean is familiar with and eminently quali- 
fied to pursue the distinctive policies which 
have characterized the career and growth of 
the Boston Safe Deposit & Trust Company. 
He has had a broad financial experience in 
Boston, is treasurer of Wellesley College, a 


director in the New England Mutual Life 
Insurance Company and a director in a num- 
ber of other corporations. 

Willard T. Carleton, the new president, 
began his connection with the Boston Safe 
in 1906 and was advanced by stages to the 
office of senior trust officer which he has 
filled since 1920 when he became senior vice- 
president. Upon Mr. Carleton devolved the 
responsibility of applying the high principles 
of fiduciary administration which has given 
the Boston Safe Deposit & Trust Company an 
enviable position among trust companies. 

The growth of trust business at the Bos- 
ton Safe Deposit & Trust Company has been 
one of the notable features of trust company 
development in Boston. The latest report. 
as of December 31, 1931, shows trust de- 
partment assets of $219,633,719, representing 
an increase of approximately $14,000,000 dur- 
ing the past year and of $30,000,000 during 
the past two years. One of the policies has 
always been to keep the banking and trust 
activities strictly separate... In more recent 
years the emphasis has been placed upon 
trust business so that the company has be- 
come generally known as a fiduciary adminis- 
tration. Although originally receiving its 
charter in 1867 by special act of legislature it 
was not incorporated until 1874 and business 
was actually ‘begun the following year. The 
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company first confined itself to safe deposit 
transaction and in 1876 a banking depart- 
ment was established. In 1877 the company 
obtained authority to act as trustee under 
will and in other fiduciary capacities. This 
was the first instance of such powers being 
granted to trust companies in Massachusetts 
The original capital was $200,000 and has re- 
mained at $1,000,000 since 1890. The latest 
financial statement shows surplus fund of 
$3,000,000 and undivided profits of $798,051. 
sanking resources total $27,117,483. 


STRONG FINANCIAL POSITION OF STATE 
STREET TRUST COMPANY 

A noteworthy feature of the last financial 
statement of the State Street Trust Company 
of Boston, as of December 31, 1931, shows 
that against deposits of $54,007,000 the bank 
held cash and immediately convertible assets 
of $31,018,000, representing 57 per cent of 
deposit liability. The statement shows cash 
in vault and Federal Reserve bank, $14,902,- 
000; other cash items in depository banks, 
$2,224,479, with other liquid items including 
United States Government bonds, rediscount- 
able paper, short term obligations of munici- 
palities and demand collateral loans, provid- 
ing an additional $13,891,815. 


LARGE VOLUME OF TRUST BUSINESS IN 
CONNECTICUT 

A statistical tabulation received from the 
office of the Bank Commissioner of the State 
of Connecticut shows that the trust com- 
panies of Connecticut administer an aggre- 
gate volume of personal and corporate trusts 
amounting to $477,290,280. While the past 
year witnessed the closing of a number of 
banks and trust companies in Connecticut it 
is interesting to note that the recent advice 
from Deputy Bank Commissioner R. Gor- 
don Baldwin is to the effect that “it does 
not appear at this time that there should be 
any losses to beneficiaries of the trusts due 
to failure or malfeasance on the part of 
these closed institutions.” 

The statistical survey received from the 
office of the Bank Commissioner of Connecti- 
eut gives a classification of various types of 
securities in which trust funds are invested. 
This shows that of the total of $477,290,000 
stocks hold first place with $246,102,496; 
bonds $111,554,576; mortgage loans $57,950,- 
341; participation mortgages $12,464,057; 
real estate, $23,663,057; deposits in savings 
banks and savings departments, $10,227,901: 
miscellaneous items, $5,814,634; uninvested 
principal cash, $3,115,139; undistributed ex- 
ecutor and administrator cash, $1,383,327. 
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GEORGE H. KEMATER 

The banking and financial community of 
Springfield, Mass., lost one of its most dis- 
tinguished members through the recent death 
of George H. Kemater, president of the 
Springfield Safe Deposit & Trust Company 
since May, 1920. He was in his seventieth 
year and succumbed to a heart attack. 

Mr. Kemater was the third president of 
the Springfield Safe Deposit & Trust Com- 
pany since its organization in 1885. He be- 
gan his association with the bank in 1886 as 
a teller. Prior to that he began his banking 
eareer in 1880 as a clerk in the old Chapin 
National Bank and three years later became 
connected with the former Chicopee National] 
bank. At the Springfield Safe Deposit & 
Trust Company, Mr. Kemater advanced 
steadily to more responsible positions as as- 
sistant treasurer, treasurer, vice-president 
and in 1908 becoming a director. In 1920 he 
was elected president and under his adminis- 
tration the company has made marked strides 
in both banking and trust activities. Mr. 
Kemater was born in Springfield in 1861 and 
graduated from the Springfield high school. 
He was a member of the corporation of the 
Springfield Home for Aged Men and served 
as its first treasurer. 


EDWARD KRONVALL ELECTED PRESI- 
DENT OF SPRINGFIELD SAFE DEPOSIT 
& TRUST COMPANY 

Edward Kronvall has been elected presi- 
dent of the Springfield Safe Deposit & Trust 
Company of Springfield, Mass., succeeding 
the late George H. Kemater. Mr. Kronvall 
was advanced to his new office from the 
positions of vice-president and trust officer 
and his valuable experience in both banking 
and trust work qualifies him to carry for- 
ward the progressive policies and the fine 
traditions of this trust company which was 
organized in 1885. 
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Mr. Kronvall was born in Portland, Conn., 
and after attending public schools entered 
the employ of the Hampden Trust Company 
in 1905. When that company was absorbed 
by the Union Trust Company Mr. Kronvall 
became associated with the Springfield Safe 
Deposit & Trust Company in 1917 he was 
appointed assistant treasurer and later in 
the same year was appointed trust officer, re- 
taining also the office of assistant treasurer. 
Upon the death of William A. Lincoln in 
1920 he succeeded to tthe vice-presidency and 
clerkship of the corporation made vacant by 
the advancement of Mr. Kemater to the 
presidency. At the same time he was elected 
a member of tthe board of directors. 

When Mr. Kronvall became trust officer 
of the Company in 1917 the trust department 
assets amounted to $3,000,000 and under his 
management the trust business has been in- 
creased to $52,000,000. He is a director in a 
number of financial and business corporations 
and actively associated with community wel- 
fare, charitable and educational organiza- 
tions of Springfield. 

Other official promotions made at the 
Springfield Safe Deposit & Trust Company 
recently, are as follows: Harry L. Bradley, 
vice-president and treasurer since 1920, was 
elected executive vice-president; E. Converse 
Lincoln, assistant trust officer, and Harold 
White, assistant treasurer, were named vice- 
presidents; Robert R. Emerson, assistant 
treasurer, becomes treasurer; Moritz A. 
Kuhn, who has been assistant to the treas- 
urer, Was named assistant treasurer, and 
Chester J. Chambers, assistant trust officer, 
was elected trust officer. 


WACHOVIA BANK & TRUST COMPANY 
ANNUAL 

President R. M. Hanes of the Wachovia 
Bank & Trust Company of Winston-Salem, 
N. C., presented a satisfactory report for the 
past year in his annual report covering also 
operations of various branches located in 
chief cities of the state. Earnings compare 
favorably with previous years and were con- 
siderably in excess of annual dividend of 8 
per cent and fixed expenses, As against $42,- 
300,000 of deposits the company has $9,100,- 
000 U. 8S. Government securities; $985,000 
state bonds and $11,200,000 of cash, giving 
more than 50 per cent of depositors’ funds in 
cash or readily convertable securities. The 
company maintains a special reserve fund 
of $300,000 and has charged off all deprecia- 
tion. Capital is $2,500,000; surplus $2,000,000 
and undivided profits $402,469. 
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NEW CAPITAL FUNDS FOR ATLANTIC 
NATIONAL BANK 

The cash position of the Atlantic National 
Bank has been substantially strengthened by 
the addition of $10,000,000 new capital funds. 
As a result of recommendation of the direc- 
tors the authorized capital stock was changed 
by reducing the par value from $25 to $10 a 
share without thereby reducing the assets or 
increasing the number of shares and follow- 
ing upon such reduction the capital stock 
was increased by 505,000 shares of the par 
value of $10 each. The success of the new 
issue of stock was assured in advance by the 
announcement that all new issue of stock 
not subscribed for by shareholders of the 
bank had been underwritten at $20 per share. 
The result of such changes was that instead 
of having an authorized capital of $9,875,000, 
consisting of 395,000 shares of $25 par value 
each, the authorized capital amounts to 
$9,000,000, consisting of 900,000 shares of 
$10 par value each and thus adding over 
$10,000,000 cash to the bank’s assets. 

The December 31, 1931 financial statement 
showed surplus of $5,000,000 and undivided 
profits of $1,210,000, with resources aggre- 
gating $128,377,000. Coincident with the 
change in capital structure Frederic C. Du- 
maine has become associated actively with 
the bank as chairman of the newly created 
advisory committee to serve with Chairman 
Hallett and President Mumford. 


BUSINESS IMPROVEMENT IN NEW 
ENGLAND 

The First National Bank of Boston, in its 
current “New England Letter” surveys busi- 
ness and industrial tendencies, states: “Fol- 
lowing four months of steady decline, our 
index of New England industrial activity 
shows a slight upturn. The marked increase 
in shoe production, after allowances for 
seasonal influences, largely accounted for the 
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slight change in the direction of business 
operations. Other industries which regis- 
tered gains included textile and electrical 
machinery, furniture, and silk mills. 


“There is a growing disposition in this 
part of the country to face realities and to 
make extensive adjustments so that profits 
can be made on a much smaller volume of 
business. According to a survey recently 
conducted by the New England Council, 
manufacturers and other business executives 
in New England plan further reduction in 
eosts of selling, producing, and operating. 
“Specific plans include the emphasis upon 
increasing the volume of sales, introduction 
of new products, new uses for present prod- 
ucts, increased help to dealers or retailers, 
and application of sales analysis to domestic 
markets. The most constructive program 
which is being carried forward by New Eng- 
land business men is the concentration on the 
most profitable line of product, customers 
accounts, and sales territory.” 


The Manchester Trust Company of South 
Manchester, Conn., has absorbed the Home 
Bank & Trust Company. 

Walter Daskam, founder and president of 
the Stamford Trust Company of Stamford, 
Conn., died on January 26th in his sixty- 
seventh year. 

Calvin C. Bolles has been appointed vice- 
president and cashier of the Capitol National 
Bank & Trust Company of Hartford, Conn. 

Nathaniel A. Knapp has been elected presi- 
dent of the Greenwich Trust Company of 
Greenwich, Conn., succeeding John Maher, 
retired. 


The Chase National Bank of New York has 
been appointed registrar for preferred stock 
of the National Distillers Products Corpora- 
tion. 


CONDITION OF BOSTON TRUST COMPANIES 


Surplus and 
Capital Undivided Profits, 


Banca Commerciale Italiana $750,000 
Boston Safe Deposit and Trust Co 
Columbia Trust Co 
Day Trust Co 
Exchange Trust Co 
Fiduciary Trust Co 
Harris Forbes Trust Co 
Jamaica Plain Trust Co 
Kidder Peabody Trust Co 
iggi Trust Co 


igginson 
New England Trust Co 
Old Colony Trust Co 
State Street Trust Co 
United States Trust Co 


Assets 
Trust Dept. 
Dec. 31, 1931 


Deposits 
Dec. 31, 1931 
$899,567.18 
20,999,062.38 
778,407.34 
4,727,619.65 
2,546,592.80 
225,000.00 
2,375,617.26 
1,250,839.35 
2,531,098.08 
8,862,775.94 
26,087,480.78 
5,570,759.86 
53,921,780.19 
9,598,521.68 


Dee. 31, 1931 
$385,679.04 
3,798,051.40 
251,158.51 
278,094.24 
1,005,036.60 
538,533.33 
140,575.14 
102,611.38 
269,953.48 
784,119.17 
3,016,786.22 
5,256,393.40 
3,744,377.13 
2,436,380.74 


4,776,235.40 
1,476,606.69 
2,733,244.29 
9,568,302.43 
106,703.53 
13,138,988.89 
26,496,457.78 
125,286,928.71 
302,490,294.99 
52,515,374.54 
12,076,485.82 
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Chicago 


Special Correspondence 
TRUST ASSETS UNAFFECTED BY BANK 
FAILURES 
Illinois has safely weathered the most se- 
vere epidemic of bank failures in the finan- 
cial history of the state. It is noteworthy 


that these numerous failures during the past 
year and including the list of fatalities re- 
eorded during January of this year were 
confined mostly to small state banks. It 
may be said that the “cross-roads’” bank in 
Illinois has become extinct. There is scarcely 
a small town or community in the state which 


has not been affected by the unreasoning 
waves of fear. Only those institutions which 
have been grounded on conservative prac- 
tice and have furled their sails in advance 
have come through unscathed and there are 
not a few of these. ‘While the number of 
banks in Illinois has dwindled, the surviving 
institutions are strongly fortified. 

Perhaps the most notable feature of the 
past two years’ experience in Illinois bank- 
ing is that there is not a single instance on 
official record where a bank failure has in- 
volved the sacrifice or loss of trust funds. 
That may be accounted for not only by the 
high standards of management which attend 
the exercise of trust powers, but also to the 
laws of the state which place strict safe- 
guards upon those institutions acquiring 
trust powers. The list of banking failures 
during the past year reveals only a few 
which carried the words “trust company” in 
their titles. Unlike Pennsylvania and a num- 
ber of other states Illinois law demands that 
an institution must qualify as a trust com- 
pany before it can employ the words “trust 
company” in its corporate title. There were 
a few closed banks which maintained trust 
departments but in every case, according to 
the State Auditor of Public Accounts, the 
trust assets were kept separate and no losses 
are sustained by trust clients or beneficiaries. 


HARRIS TRUST APPROACHING FIFTIETH 
ANNIVERSARY 

In May of this year the Harris Trust & 
Savings Bank of Chicago will attain its fif- 
tieth birthday since the inception of the or- 
ganization. The Harris Trust is the out- 
growth of the old Chicago banking firm of 
N. W. Harris & Company, which was organ- 
ized in 1882 and maintained an eminent po- 
sition in Chicago financial circles under the 
guidance of the late N. W. Harris. In 1907 
the Harris Trust & Savings Bank was or- 
ganized and took over the business of the 
private banking firm, acquiring trust as well 
as banking powers. The growth of the com- 
pany has been steady and constant. Trust 
department operations have acquired large 
volume. The latest financial statement shows 
resources of $111,694,000; deposits, $92,886,- 
000; capital is $6,000,000; surplus of $6,000,- 
000 and undivided profits, $1,693,000. Earn- 
ings have been well maintained at this com- 
pany. 


FIRST UNION TRUST NAMED IN 
WRIGLEY WILL 

The First Union Trust & Savings Bank 
of Chicago is named as executor and trustee 
in the will of the late William Wrigley, Jr., 
the wealthy chewing gum manufacturer, in 
association with Philip Wrigley. The value 
of the estate is estimated at $22,250,000, 
which refers only to Illinois property and 
does not embrace valuable property and 
business holdings in other states. The gen- 
eral scheme of disposal of the Wrigley estate 
carries of the testator’s purpose to maintain 
the unity of the estate, carrying on the vyari- 
ous business enterprises and continuity of 
enterprises for a period of time before ulti- 
mate division among members of the family. 
The bulk of the estate goes to the immediate 
family after a number of bequests. 


The Continental Illinois Bank & ‘Trust 
Company of Chicago is the fourth largest 
banking institution in the United States. 
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ACTIVITIES AT CENTRAL REPUBLIC 
BANK 


While there is some disappointment that 
General Charles G. Dawes, following his re- 
tirement as Ambassador to Great Britain, 
was unable to carry out long cherished wish 
to resume his duties with the Central Re- 
public Bank & Trust Company, the staff of 
the bank shares feelings of pride that their 
honorary chairman of the board has again 
been enlisted by the nation for its greatest 
job, namely as president of the two billion 
dollar Reconstruction Finance Corporation. 
Although repeatedly called away to serve the 
nation at home or abroad, General Dawes’ 
room and desk are always kept in trim shape 
for him against his return to the organiza- 
tion which he founded in 1902. 

Consolidation of personnel and enforce- 
ment of economies in operation have been 
the watchwords at the big Central Republic 
Bank, especially since consolidation last year 
with the National Bank of the Republic. 
Adverse business conditions have no evident 
effect upon the management and force in 
developing broader service. 
that of 
clerk of 


appointments is 
former chief 


Among recent 
Michael A. Georgen, 


the trust department, who has been appointed 


assistant vice-president of that department. 
He became associated with the bank in 1922. 


MICHAEL A, GEORGEN 


Elected Assistant Vice-president, Central Republic Bank 
and Trust Company of Chicago 
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THE HOARDING MANIA 

Osear Nelson, the Illinois State Auditor of 
Public Accounts, admonishes the public 
against the mania for hoarding and giving 
ear to a vagrant rumor. He says: 

“One word!—but it speaks volumes. It is 
the key to the present situation. As soon as 
the hoarded funds are let loose, so soon will 
we be back to a normal basis. Evidences of 
this trend are apparent. sanks, and that 
means bankers, have had a_ terrific fight 
against an unseen foe—Rumor. As the Chi- 
cago Journal of Commerce aptly puts it, ‘Lez 
one dog in a community of a thousand dogs 
bay at the moon in its backyard and imme- 
diately the remaining nine hundred and 
ninety-nine will howl. The latter is 
what the banks have had to fight against. 
One whisper grows at an unheard of rate 
until everyone is whispering.’ Let suspicion 
abate. If the public will cast aside suspi- 
cion and become bank-minded again, there 
will be a surprising inflow of deposits which, 
in turn, will mean an end of the so-called de- 
pression.” 


also 


A. J. ROOS ELECTED PRESIDENT AND 
GENERAL MANAGER OF DIEBOLD 
SAFE & LOCK COMPANY 

A. J. Roos has been elected president and 
general manager of the Diebold Safe & Lock 
Company. He succeeds C, C. Upham, who 
passed away recently. Mr. Roos has been 
with the company for twenty-five years and 
has been closely in touch with the policies 
of Mr. Upham which played such a large 
part in elevating the company to its present 
position in the industry. For a number of 
years Mr. Roos has served the company as 
vice-president, assistant general manager and 
treasurer. 

His first position with the company was 
the installation of a cost accounting system. 
His rise to responsible executive positions 
was rapid. As secretary-treasurer of the 
company, he has for years directed the fi- 
nance, accounting and estimating divisions 
of the company’s affairs. It was under Mr. 
toos’ initiative and supervision that the com- 
pany’s Product Research Laboratory was de- 
veloped. As a result of this step, the com- 
pany has been developing new products which 
have attracted wide interest, 

Ralph K. Rex was elected chairman of the 
board of directors and H. C. Weible, secre- 
tary and treasurer. These, with J. A. Fel- 
lows, vice-president in charge of operations; 
H. A. Noble, vice-president in charge of sales ; 
and W. C. Miller, vice-president in charge of 
research, comprise the official family. 
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ARTHUR REYNOLDS 


Chairman of the Continental Illinois Bank and Trust 
Company, who has been re-elected President of the Chicago 
Clearing House Association 





J. Edward Maas, for many years identified 
with Chicago banking, formerly with the 
Corn Exchange National Bank and _ subse- 
quent to merger with the Continental Illinois 
Bank & Trust Company as a member of the 
official staff, has retired on a pension. He 
began his banking career forty-four years 
ago. 

Dwight E. 
Bloomington, Ill., for 
cently elected trust 
Bank of that city. 


attorney of 
was re- 
Peoples 


practicing 
fifteen years, 
officer of the 


Beal, 
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THREE NEW DIRECTORS OF CHICAGO 
TITLE & TRUST COMPANY 

At the annual meeting of the Chicago Title 
& Trust Company three new directors were 
elected to fill vacancies on the board. The 
new members are: 

Laird Bell, attorney, member of the firm 
of Fisher, Boyden, Bell, Boyd & Marshall. 
Mr. Bell is also a director of the Personal 
Loan and Savings Bank, Liquid Carbonic 
Corporation, Potlatch-Forests, Inc., Chicago 
Daily News, a trustee of the University of 
Chicago and one of the executors of the will 
of the late Walter A. Strong, publisher of the 
Daily News. 

Percy B. Eckhart, attorney, member of 
the firm of West & Eckhart. Mr. Eckhart 
is a son of Bernard A. Eckhart, who was a 
director of the Chicago Title & Trust Com- 
pany until the time of his death last year. 
Mr. Eckhart is president of the B. A. Eck- 
hart Milling Company, a director of the 
Diamond T. Motor Company and vice-presi- 
dent and trustee of the Art Institute of 
Chicago. 

Judson F. Stone, agent for the McCormick 
Properties. Mr. Stone is also a director of 
the International Harvester Company, and 
Poor & Company. 


Donald R. McLennon, director of the Con- 
tinental Illinois Bank & Trust Company of 
Chicago, Ill., and of many important corpora- 
tions, has been elected a director of Penn- 
sylvania Railroad Company. 

The Life Trust Institute, sponsored jointly 
by leading trust companies and the Chicago 
Association of Life Underwriters, to foster 
mutual relations, has opened its fourth ses- 
sion. 

The late Knute K. Rockne, the famous 
Notre Dame football coach, left a net estate 
valued at $26,608, exclusive of life insurance 
policies. 


CONDITION OF CHICAGO TRUST COMPANIES 


Capital 


$500,000 

. 14,000,000 
. 75,000,000 
350,000 

. 25,000,000 
6,000,000 
600,000 
3,000,000 
2,500,000 
1,000,000 
600,000 


Boulevard Bridge Bank 
Central Republic Bank & Trust Co..... 
*Continental Illinois Bank & Trust Co.. 
Drovers Trust 
First Union Trust & First National..... 
Harris Trust.. 
Mercantile Trust 
Northern Trust 
Peoples Trust & Savings........ 
WN IN 655. 6 oa cael Go-wiara's sie @iese 
Woodlawn Trust 
*Includes securities affiliate. 
Corrected by F. M. Zeiler & Co., 


Surplus and 
Undivided 
Profits, 

Dec. 31, 1931 
$514,166.31 
14,015,077.00 
69,811,240.89 
829,840.17 
43,358,910.89 
7,693,239.92 
450,312.42 
8,039,224.73 
1,467,486.34 
469,398,15 
225,000.00 


Book 

Value Bid Asked 
203 180 200 
235 #101 104 
193 130 132 
337 300 350 
2b... 237 .- 3p 
228 315 320 
175 150 ‘170 
367 325 - 330 
158 135 145 
146 110 = 125 
137 120 130 


Deposits, 
Dee. 31, 1931 
$10,716,994.67 
95,135,754.66 
771,415,217.49 
6,097 347.59 
676,150,169.60 
91,176,942.42 
6,011,220.59 
89,301,533.09 
23,868,187.65 
8,804,445.56 
4,170,666.72 


members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 
BANKERS APPROVE RECONSTRUCTION 
FINANCE CORPORATION 

While prevailing sentiment in local bank- 
ing circles appears somewhat divided as to 
the proposed liberalization of Federal Re- 
serve rediscount facilities, there is unani- 
mous approval for the Reconstruction Fi- 
nance Corporation as an effective agency to 
revive public confidence. Sidney Maestre, 
president of the Mississippi Valley ‘Trust Com- 
pany, is among the bankers who have voiced 
their faith in the new plan. He-says: 

“The present inability of the banks to 
realize on frozen assets does not reflect on 
the character of those assets. Depreciation 
due to unusual marketing conditions does not 
affect the soundness of securities. Of course, 
the new government corporation will limit its 
loans to sound securities, but it will be un- 
hampered by the many regulations which re- 
strict the banks. The government will not 
be in the grip of fear, and it will not hoard 
its funds when they are needed to improve 
the country’s business.” 

Walter W. Smith, president of the First 
National Bank of St. Louis says: 

“The reconstruction plan should do more 
than anything else to restore confidence and 
to liquefy assets. It will prevent many small 
banks from failing, and will release assets of 
many which have closed, thus assuring the 
greatest possible reduction of loss to deposi- 
tors. Securities which could not now be 
thrown on the market, except at great loss, 
will be accepted by the government corpora- 
tion at their true value, not their fictitious 
market value; but, of course, it must be 
borne in mind that only security of unques- 
tionable soundness will be accepted by the 
corporation. Within a short time, most of 
the securities accepted by the government 
will be so strengthened that they can be 
passed back into the regular financial chan- 
nels.” 


ELECTED DIRECTOR OF MISSISSIPPI 
VALLEY TRUST COMPANY 

A. P. Greensfelder, president of the Asso- 
ciated General Contractors of America and 
of the Fruin-Colon Contracting Company, St. 
Louis, has been added to the board of direc- 
tors of the Mississippi Valley Trust Com- 
pany, St. Louis. Mr. Greensfelder is a mem- 
ber of the Regional Planning Committee of 
the St. Louis district and is a former presi- 
dent of the American Society of Engineering 
Contractors. 


“TRUST SERVICE} 
EXCLUSIVELY~ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 

sits. Its entire organization and 
acilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 





St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wrth First National Bank 








AGRICULTURAL PRICES AND OUTLOOK 

Discussing the agricultural situation in the 
Southwest the Commerce Trust Company of 
Kansas City, Mo., in its current digest of 
trade conditions, says: 

“With the opening of 1932, the buyers of 
the principal agricutural products of the 
Southwest are able to make purchases at the 
lowest levels of the present century. On 
the other hand, the articles which farmers 
and stockmen buy are still about 20 per cent 
higher than even the year of the inception 
of the World War. Compared with that year, 
1914, farm market prices are down about 
30 per cent. At the opening of 1931 farm 
prices were at about 97 per cent of the 1914 
levels and the cost of the things farmers buy 
about 40 per cent higher than the average 
of the first World War year. The existence 
of these disparities is not conductive even 
to a normal exchange of goods and services 
within the United States. The fact that 
agricultural prices are so low provides a 
basis for anticipations of better markets once 
impediments to distribution pass away.” 


William C. Unger has been elected presi- 
dent of the State Bank and Trust Company 
of Wellston, Mo., succeeding W. M. Stone. 
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ANNUAL MEETING OF MERCANTILE- 

COMMERCE BANK & TRUST COMPANY 

All officers of the Mercantile-Commerce 
Bank & Trust Company of St. Louis were 
re-elected at a session of the board of direc- 
tors following the annual meeting of stock- 
holders. George W. Wilson is chairman of 
the board, John G. Lonsdale is president and 
W. L. Hemingway is executive vice-president. 
There are forty-six other officers and as- 
sistant officers. It is customary to elect one- 
third of the directorate at the stockholders’ 
meeting. In accordance with this plan eleven 
names, all of them directors of the bank, 
were yoted on and re-elected. They are as 
follows: L. Wade Childress, E. A. Faust, 
Aaron Fuller, Robert L. Hedges, Albert M. 
Keller, Geo. D. Markham, Frank C. Rand, 
Ernest W. Stix, E. H. Thurston, F. W. A. 
Vesper and Festus J. Wade, Jr. 

At the stockholders’ meeting of the Mer- 
eantile-Commerce National Bank, which is 
owned by the Mercantile-Commerce Bank & 
Trust Company, all former directors were 
re-elected and two new ones added—E. J. 
Mudd, vice-president Mercantile-Commerce 
Bank & Trust Company, and Ernest W. Stix, 
a director of the parent bank. Officers of 
the national bank were elected as follows: 
George W. Wilson, chairman of the board; 
John G. Lonsdale, president; G. N. Hitch- 
cock, vice-president; Guy R. Alexander, cash- 
ier; Adolph H. Hanser, assistant cashier and 
assistant trust officer; J. A. McCarthy, vice- 
president and trust officer; Oscar G. Schalk, 
comptroller. 

Two new directors were also added to 
the Mercantile-Commerce Company, invest- 
ment affiliate of the Mercantile-Commerce 


Bank and Trust Company. These directors 
are Frank C. Rand, chairman of the board of 
the International Shoe Company, and Edgar 
M. Queeny, president of the Monsanto Chem- 
ical Company. At the meeting of the new 
board W. L. Hemmingway was chosen as 
president to replace Sidney Maestre who re- 
cently resigned to become head of the Mis- 
sissippi Valley Trust Company. Mr. Hem- 
ingway will contine to serve as executive 
vice-president of the Mercantile-Commerce 
Bank and Trust Company. 


ST. LOUIS BREVITIES 

In a recent article appearing in Barron’s, 
the Mercantile-Commerce Company of St. 
Louis was listed as ninth among all invest- 
ment houses of the country which partici- 
pated in new municipal bond issues aggregat- 
ing $200,000,000 or more during 1931. The 
amount participated in by the Mercantile- 
Commerce Company was $272,354,000. 

The Council of Administration of the Mis- 
souri Bankers Association recently went on 
record aS opposing the proposed two-cent 
tax on bank checks and “looked with dis- 
favor’ upon the plan to raise the limit of 
individual deposits in postal savings banks 
from $2,500 to $10,000. 

Sidney Maestre, president of the Missis- 
sippi Valley Trust Company, St. Louis, has 
been reappointed chairman of the Ways and 
Means Committee of the Chamber of Com- 
merce. 


Clarence D. Cowdrey, formerly in the trust 
department of the Franklin-American Trust 
Company of St. Louis, has joined the trust 
organization of the Boatmens National Bank. 








CONDITION OF ST. LOUIS TRUST COMPANIES 


Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 


Missiosinn’ Valley Trust Co. ......ccisccccccseses 


St. Louis Union Trust Co.... 
*Accepts no deposits. 


Surplus and 
Undivided Profits, 
Dee. 31, 1931 
$1,849,988.57 
6,367,216.14 
3,249,631.23 
7,270,586.00 


Capital 


- $2,150,000 
10,000,000 
6,000,000 


Deposits, 
Dec. 31, 1931 
$20,637 ,889.14 
102,053 ,278.95 
67,857,405.82 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided 
Profits, 
Dee. 31, 1931 
$4,158,806.52 $30,552,707.41 100 299 315 


Capital 
$3,400,000 
2,000,000 
1,000,000 
2,000,000 
1,000,000 


American Security & Trust Co 
Munsey Trust Co 

National Savings & Trust Co 
Union Trust Co 

Washington Loan & Trust Co 


Deposits, 
Dec. 31,1931 Par Bid Asked 


1,536,534.36 
2,968,354.73 
1,187,591.97 
2,550,063.99 


4,338,266.63 100 100 160 
13,953,303.10 100 375 400 
8,693,616.73 100 191 200 
16,409,944.77 100 400 440 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. S. Comptroller of the Currency 
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Pittsburgh 


Special Correspondence 
TRANSFER OF TRUST ASSETS FROM 
CLOSED BANK 

An interesting development is the manner 
in which the $36,000,000 trust assets of the 
closed Bank of Pittsburgh, N. A., are being 
safely handled or transferred by the receiver 
under direction of the Comptroller of the 
Currency. Income has been remitted regu- 
larly to beneficiaries of estates and interest 
collected on trust investments. Accounts are 
regularly filed as required in the Orphans 
Court. Every dollar of the uninvested cash 
on deposit by the trust department in the 
banking department has been repaid, because 
of government bonds pledged in excess of 
such deposits. 

Hon. Thomas P, Trimble, president judge 
of the Orphans’ Court, recently made an 
order transferring all participation mortgages 
amounting to $5,000,000 in the trust depart- 
ment of the Bank of Pittsburgh, to the Com- 
monwealth Trust Company of Pittsburgh, 
which is acting as liquidation agent. This 
applies to mortgages of the trust department 
and does not affect the bank as such. 

The liquidation of these mortgages by the 
trust department of the Commonwealth Trust 
Company will proceed uninterrupted at its 
place of business and will be handled in the 
same manner as all trust funds. This action 
of the court will be gratifying to many cus- 
tomers of the trust department of the Bank 
of Pittsburgh, inasmuch as the Common- 
wealth Trust Company of Pittsburgh is under 
the direct jurisdiction of the Orphans’ Court 
and the Banking Department of the State 
of Pennsylvania. 


ANNUAL MEETING OF POTTER TITLE & 
TRUST COMPANY 


At the annual meeting of the Potter Title 


& Trust Company and the Potter Title & 
Mortgage Guarantee Company, W. K. Gamble, 
Harry R. Hosick and Frank R. Phillips were 
elected directors. Mr. Phillips is president of 
the Philadelphia Company and head of the 
Allegheny County Emergency Relief Associa- 
tion. 

Mr. Gamble is a vice-president and treas- 
urer of the Potter Title & Trust Company 
and a vice-president of the Potter Title & 
Mortgage Guarantee Company. Mr. Hoosick 
is a vice-president and secretary of the Potter 
Title & Trust Company and a vice-president 
and treasurer of the Potter Title & Mortgage 
Guarantee Company. Both are well known 
in banking and legal circles. 
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UNION TRUST CO. OF PITTSBURGH 

The Union Trust Company of Pittsburgh, 
which recently added $2,000,000 to its sur- 
plus, making the total of that fund $63,500.- 
000, offers exceptional advantages to corre- 
spondent relationships. Capital funds are 
in the ratio of one to three to deposit liabil- 
ity. The departmental equipments are main- 
taine? strictly up-to-the-minute, Sanking 
resources total $225,419,000 and individual 
trust funds $389,812,000. 


PITTSBURGH BREVITIES 

James C. Chaplin, president of the Colonial 
Trust Company of Pittsburgh, has been elect- 
ed a director of the Pennsylvania Chamber 
of Commerce. 

A charter has been issued by the Coraopolis 
Trust Company of Coraopolis, succeeding by 
merger the Coraopolis Savings & Trust Com- 
pany and the Ohio Valley Trust Company. 

The 1932 convention of the Pennsylvania 
Bankers Association will be held in Pitts- 
burgh in May, according to an announcement 
by John W. Chalfant, president of the asso- 
ciation and vice-president in charge of trusts 
of the Colonial Trust Company, Pittsburgh. 
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Cleveland 


Special Correspondence 


OHIO’S REVISED PROBATE CODE 

The new probate code enacted by the Ohio 
legislature is in the nature of a codification 
of existing law with substantial amendments 
approved by the judiciary and the bar. There 
is an advance in the general level of fees. 
A will construction suit may be brought 
either in the probate court or the common 
pleas court. The general laws affecting fidu- 
ciaries are assembled in one chapter. 

The fiduciary is required to deposit all 
funds in his name as fiduciary in such class 
of account as will be most advantageous to 
the trust. He is not permitted to buy or sell 
to himself, and in his individual capacity can 
have no dealing in the estate, regardless of 
any power which the trust instrument gives 
to the contrary. The powers of visitation ex- 
tended to corporate fiduciaries by the banking 
laws have been extended to all. fiduciaries, 
go that a probate judge may order an in- 
vestigation of the dealings of an individual 
fiduciary, It has also been made easier to 
transfer stock of decedents. 

If a guardianship estate is $500 or less, 
and the ward is a minor, the court may in its 
discretion, without appointing a guardian or 
requiring bond, authorize the deposit of the 
fund in a bank, payable to the legal guard- 
ian when appointed, or to the ward when 
attaining the age of majority. 

Contingent interests are made descendible, 
devisable and alienable in the same manner 
as estates in possession. With regard to per- 
petuities. the following sentence is impor- 
tant: ‘No interest in real or personal prop- 
erty shall be good unless it must vest, if at 
all, not later than twenty-one years after a 
life or lives in being at the creation of the 
interest.” 

With regard to dower, the important thing, 
as to land that is owned by decedent at the 
time of death, is that vested dower is done 
away with, and the surviving spouse has a 
part of the distributive share of the estate, 
not less than one-third; it is a minimum of 
a third outright, not a life estate in the use 
of a third for life. 


Organization of a new trust company to 
take over the trust business of the Ohio Sav- 
ings Bank & Trust Company of Toledo, Ohio, 
is reported. Robert C. Dunn is scheduled to 
be president, with J. C. Blair as chairman of 
the board and Willard I. Webb, Jr., as a vice- 
president. 
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CONFIDENCE-BUILDING ADVERTISING 

Thomas J. Kiphart, publicity manager of 
The Fifth Third Union Trust Company of 
Cincinnati, believes that this is the time when 
banks should advertise the essential functions 
and community need of banks. He says: 

“Seems to me that bank advertising has a 
particular job to do this year, and the next 
few years to come, in reselling the public the 
idea that our banks are a very necessary part 
of the life of the community and that with- 
out proper banking facilities no community 
can hope for much progress. 

“The job of bank advertising is particularly 
important at this time, due to the lack of 
confidence on the part of the public, caused 
by the many bank failures and the tendency 
of the people to spread rumors, detrimental 
not only to the banks, but all types of busi- 
How can we restore this confidence 
unless we, as banks, talk to the public about 
what we can do for them individually and 
for the community? As I see it, the task 
is one of reaching the mass with confidence 
building copy and at the same time reselling 
them the idea that the bank has a place in 
their life and in the life of the community.” 


hess. 


BUSINESS AS USUAL 

I. I. Sperling, who has charge of advertis- 
ing at the Cleveland Trust Company says: “I 
believe the wisest course for financial insti- 
tutions to pursue in connection with their 
advertising, is to indicate ‘business as 
usual.’ Any unusual change in pace as to 
size of space used, radical change of copy 
theme or stout claims to safety and confi- 
dence unless done in a very discreet and in- 
direct way, will serve only to arouse the 
misgivings of those persons who are nervous 
and too readily become hysterical. Continued 
solicitation of savings business, life insur- 
ance trusts and other types of business which 
are seasonal, logical and profitable, is in 
order.” 
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J. ARTHUR HOUSE REAPPOINTED TO 
FEDERAL ADVISORY COUNCIL 

J. Arthur House, president of the Guardian 
Trust Company of Cleveland, has been re- 
appointed to serve as a member of the Fed- 
eral Advisory Council, Washington, for the 
year 1932. The Federal Advisory Council 
is composed of twelve of the nation’s out- 
standing bankers and business men—one 
elected from each of the twelve Federal Re- 
serve districts. The Council advises and as- 
sists the Federal Reserve Board, Washing- 
ton. Mr. House has been a member of the 
Council since January, 1931. The announce- 
ment of the reappointment has just been 
made by George DeCamp, chairman of the 
board of the Federal Reserve Bank of Cleve- 
land, in a letter to all member banks in the 
fourth Federal Reserve district. 


Mr. House has served as president of the 
Trust Company Division of the American 
Bankers Association, and as president of the 
Cleveland Clearing House Association. He 
is a member of the public relations commit- 
tee of the American Bankers Association, 
and is a director of the Goodyear Tire & 
Rubber Company, Wheeling & Lake Erie 
Railroad, Cleveland Builders Supply Com- 
pany, Standard Textile Products Company, 
Industrial Rayon Corporation and Nickel 
Plate Railroad. He is a trustee of Ohio Wes- 


J. ARTHUR HOUSE 


President of the Guardian Trust Company who has been re- 
appointed Member of the Federal Advisory Council 
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leyan University, Delaware, Ohio, Lakeside 
Hospital, St. Luke’s Hospital and University 
School. Mr. House is now in his fifteenth 
year as president of the Guardian Trust Com- 
pany, with which institution he has been 
connected since its inception. 


ADDITIONAL VICE-PRESIDENTS FOR 
CLEVELAND TRUST 

Harris Creech, president of the Cleveland 
Trust Company, announced that the following 
vice-presidents of the Midland Bank which 
was recently merged with the Cleveland 
Trust, have been elected vice-presidents of 
the larger institutions: Edward E. Barker, 
A. F. Reed, F. I. Robertson, Joseph H. Thomp- 
son and J. B. Root. John Sherwin, Jr., presi- 
dent of the Midland, had previously been 
named an executive vice-president of the 
Cleveland Trust Company. 


Louis Guilden and Frederick Lindsey have 
been appointed trust officers of the Central 
Trust Company of Cincinnati, O. 

E. W. Edwards, president of the Fifth- 
Third Union Trust Company, Cincinnati, and 
Mrs. Edwards were guests at a recent dinner 
in Washington given by Vice-president 
Charles Curtis for President and Mrs. Hoover. 
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Los Angeles 


Special Correspondence 


SARTORI SEES THE SILVER LINING 

“JT have now been in the banking business 
in Southern California nearly forty-five 
years” said J. F. Sartori in presenting his 
annual report recently as president of the 
Security-First National Bank of Los An- 
geles, ‘and during this time we have had 
five or six periods of depression comparable 
in many respects in intensity with the present 
one through which we have been passing, and 
in every case, not only locally, but in the en- 
tire country, we have emerged to periods of 
greater prosperity and rapidly increasing 
values and a minimum of unemployment. 

“All business, including the banking 
business, has been going and is still going 
through a period of readjustment—house 
cleaning, so to speak—eliminating extrava- 
gance and putting itself on a sounder op- 
erating basis for the future. The indications 
are that we are approaching the end of the 
worst phases of this unsatisfactory economic 
and financial condition. ‘The longer this de- 
pression lasts, and it is to a considerable 
extent mental, the nearer we shall be, as 
heretofore, to another period of increasing 
prosperity and higher values. 

“What the public needs, what the busi- 
ness world needs, is a restoration of con- 
fidence. The establishment by the banks of 
the $500,000,000 Nationai Credit Corporation 
had an excellent psychological effect. The 
creation by Congress of the $2,000,000,000 
Reconstruction Corporation; the increase of 
$125,000,000 in the capital of the Federal 
Land Banks; the establishment of a Fed- 
eral Home Loan Bank system with a lending 
power of $1,500,000,000; and other remedial 
legislation contemplated should go far to- 
ward releasing credit, restoring confidence 
and stimulating business.” 


ABOLISHING DEED OF TRUST 

Apropos the proposed state constitutional 
amendment in California providing that all 
trust deeds in the future shall be foreclosed 
as mortgages the current house organ of the 
Title Insurance & Trust Company of Los 
Angeles contains a discussion from which 
the following is quoted: 


“Certain groups of people in Los Angeles 
County are advocating the enactment of a 
constitutional amendment which would re- 
quire all trust deeds to be foreclosed in the 
same manner as mortgages and which would 
provide a year’s period of redemption from 
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sale under a deed of trust. The effect of 


such a constitutional amendment would be 
to abolish the use of the deed of trust and 
subject the borrowing and lending of money 
restrictions now pertaining to 


to all the 
mortgages. 

“There are at present two recognized 
methods by which the owner of real prop- 
erty can borrow money using his real prop- 
erty as security. These are by a mortgage or 
by a deed of trust. The only significant 
difference between a mortgage and a deed 
of trust lies in the method by which the 
lender can realize upon his security in the 
event that the debt is not paid.... 


“The use of the deed of trust was made 
imperative by the demands of real estate 
financing and by the demands of purchasers 
of real estate that they be permitted to bor- 
row larger sums at reasonable rates of in- 
terest than they were able to do under the 
mortgage. It could not now be abandoned 
without disastrous results. Such abuses as 
occur under the deed of trust can be corrected 
without abolishing its use.” 


LOS ANGELES BREVITIES 

Purchase of a substantial interest in the 
First National Bank of Beverly Hills was 
announced by Edward J. Nolan, formerly 
chairman of Bank of America N. T. & S. A. 
At a recent meeting of the board of directors 
of the First National, Mr. Nolan was elected 
chairman of the board, 


Kenneth W. Watters, vice-president of the 
First National Trust & Savings Bank at 
Santa Barabara, Cal., has been elected to 
fill the newly created position of executive 
vice-president. 

The Security Bank of Alhambra, an affili- 
ate of the Security-First National Bank of 
Los Angeles, was consolidated with the-Al- 
hambra branch of that institution on Feb- 
ruary 1. 

The Security-First National Bank of Los 
Angeles has combined the trust business of 
its three down-town offices at the Sixth and 
Spring Office for the purposes of increased 
economy and efficiency. These three offices 
administer 85 per cent of the total trust busi- 
ness of the Company. 


Dudley C. Monk has been appointed trust 
officer and assistant secretary of the Pasadena 
Office of the Security-First National Bank 
of Los Angeles. 


John H. Sonntag has been advanced to 
the managership of the Security-First Na- 
tional Bank branch at Sixth and Alvarado, 
Los Angeles. 
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San Francisco 


Special Correspondence 


GIANNINI INTERESTS RESUME 
CONTROLLING INFLUENCE 


There can be no doubt that the proxy 
battle for control of the policies of the Trans- 
america Corporation which recently eventu- 
ated at Wilmington, Delaware in signal vic- 
tory for Amadeo Giannini and his associates, 
reflects the local sentiment against Wall 
Street domination in banking and finance 
San Francisco has good reason to guard more 
jealously its financial and banking destinies 
against financial interests of the East which 
in recent years have invaded the local field. 
It is not mere prejudice against Wall Street 
or absenteeism, but a native pride to pre- 
serve local financial and banking indepen- 
dence. What has happened in recent months 
is simply the reaction against long-distance 
financial exploitations which now belong to 
the expansive era preceding the stock market 
collapse of 1929. 

The most important unit of the Trans- 
america Corporation is the Bank of America 
National Trust & Savings Association of this 
city which is the offspring of Mr. Giannini’s 
genius and achievements. The result of the 
conflict of ballots at Wilmington, Delaware 
is that the Bank of America will again be 
governed by the Giannini interests under 
whose tutelage the bank has attained its 
prestige and success as the largest banking 
institution west of Chicago and the leading 
state-wide branch banking organization. The 
immediate effect of the change is the resigna- 
tion of Arnold J. Mount from the presidency 
of the Bank of America and: of George A. 
Webster as executive vice-president and 
Chairman Lynn P. Talley. 

Announcement has been made that Mr 
Giannini will serve as chairman of the board 
of the Transamerica Corporation without 
salary and that John M. Grant becomes presi- 
dent. Although no formal statement is forth- 
coming at this writing it is understood that 
the change of control in the Transameric: 
Corporation will not affect the policies of the 
Bank of America or lead to any immediate 
personnel adjustments beyond the resigna- 
tions of Messrs. Mount and George A. Web- 
ster. 
end statement of the Bank of 
showed a satisfactory year as to 
earnings and growth. Undivided profits 
showed an increase after disbursements of 
$5,600,000 in dividends. Deposits aggregated 
$799,220,000 at close of last year. 


The year 
America 
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TRUST DEPARTMENT OPERATIONS OF 
THE BANK OF AMERICA 

Records of the trust department operations 
of the Bank of America of ‘San Francisco 
reveal a year of exceptional growth both at 
the main and branch offices. This work is 
under the efficient direction of W. J. Kiefer- 
dorf, senior vice-president. J. E. MeGuigan, 
vice-president and trust officer has been 
placed in charge of the combined trust offices 
of the bank located at 485 California street. 
The corporate trust business is conducted 
at 550 Powell street. 


FAVORABLE YEAR FOR CROCKER BANK 

D. J. Murphy and F. G. Willis have been 
elected to the board of directors of the 
Crocker First National Bank and Crocker 
First Federal Trust Company of San Fran- 
cisco. Both of the new directors are vice- 
presidents of the Crocker First National 
Bank and have been connected with the in- 
stitution for more than 25 years. <All of the 
old directors and officers were reelected. 

William H. Crocker, president, reported 
that the bank had had a very satisfactory 
year, having paid dividends of $14 a share 
on the 60,000 shares of capital stock, in 
addition to adding a substantial amount to 
surplus. He also called attention to the fact 
that the combined statement of the two in- 
stitutions, as of December 31 last, showed a 
liquid condition in excess of 62 per cent as 
compared to 56 per cent at the end of 1950. 


SAN FRANCISCO BREVITIES 

The Wells Fargo Bank & Union Trust Com- 
pany of San Francisco shows substantial 
gains in business with resources of $179,993,- 
000 and deposits of $150,547,000. 

Banking resources of California aggregate 
$3,830,302,000 and deposits $3,216,712,000. 

E. H. Clark, Jr. has been elected vice-presi- 
dent of the American Trust Company of San 
Francisco. 

H. P. Meyer, formerly assistant trust officer 
of the Bank of America at Santa Maria, will 
henceforth devote his energies to the trust 
department of the Chico branch. 


Financial Advertisers 


Directors of the 
Association at their recent mid-year meet- 
ing in New York City voted to hold the 1932 
annual convention of the organization in 
Chicago. 

The Lawyers Mortgage Company of New 
York paid out during 1931 a total of $22,- 
413,006 of interest to holders of its guaran- 
teed mortgages. This interest was paid 
promptly on due dates. 
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WILL CONTEST CONDUCTED BY TRUST 
COMPANY 

The State-Planters Bank & Trust Company 
of Richmond, Va., has announced that it will 
hold a contest for the senior students in law 
at the three law schools in the State of Vir- 
ginia. Prizes have been offered for the three 
best wills to be drafted by the students cov- 
ering a hypothetical situation that will be 
submitted to them for analysis. 

The three law schools in Virginia are those 
at the University of Virginia at Charlottes- 
ville, Va., Washington & Lee University at 
Lexington, Va., and the University of Rich- 
mond at Richmond, Va, The students at the 
University of Virginia are already at work 
on their wills, and the contest will open short- 
ly at Washington & Lee University. Because 
of examination schedules the contest will not 
open at the University until later. 

The wills from each school will be judged 
by alumni of the respective schools who are 
practicing attorneys in the City of Richmond, 
Va. After the three best wills have been 
selected from those submitted by the students 
of each school, the judges will choose from 
these nine wills the three statewide winners, 
and the prizes will be awarded accordingly. 


AMERICAN PEOPLE DEVELOPING THEIR 
OWN ECONOMIC LEADERSHIP 

That the rank and file of Americans have 
managed their financial affairs better than 
many leaders of American industry and fi- 
nance, is the opinion expressed by Edwin 
Bird Wilson, pioneer financial advertiser and 
president of Edwin Bird Wilson, Inc., in an 
address before the recent annual Eastern 
Regional Savings Conference in New York 
City. 

“It is not saying too much,” according to 
Mr. Wilson, “to state that the so-called little 
people, the ‘just folks’ of America, who have 
lived within their incomes and have a sur- 
plus in the savings banks, are pointing the 
way to financial and economic sanity. Eco- 
nomic leadership of the people has largely 
failed. The people are developing their own 
economic leadership, have, in fact, formed 
it in principle and now are leading the way. 
It is a simple principle, which, if adhered 
to consistently, would mean permanent, 
though not spectacular, not excessive, not il- 
lusionary, prosperity. That principle is, 
spend less than you earn and accumulate 
capital reserves for future needs. 

“Many millions of savers are not only 
pointing the way, but actually paving the 
way, to economic recovery. Their collective 
judgment can be trusted to resume buying 
at the right time and thus start the wheels 
of industry and commerce. Meanwhile they 
are filling the reservoirs of capital, of finan- 
cial power, for resumption on a sounder 
basis than we have known in recent years. 
These rank-and-file Americans have been wis- 
er than a thousand business leaders and poli- 
ticians who have plunged their corporations 
and their governments into debts, deficits, 
insolvencies and bankruptcies.” 


RECORD MAINTAINED BY NEW ENGLAND 
MUTUAL LIFE 


The management of the New England Mu- 
tual Life Insurance Company of Boston may 
regard with satisfaction its financial record 
during the past depression year. A feature of 
its eighty-eighth annual report is the main- 
tenance of a progressive scale of dividends 
to policyholders amounting to $11,350,006 
voted for 1932, in addition to net surplus of 
$17,333,022 and investment fluctuation fund 
of $1,850,000. Assets during the past year 
increased $14,441,000 to total of $267,927,- 
860; new paid-for insurance increased $1,324,- 
000 to. total of $138,754,000; insurance in 
force increased $43,289,000 to aggregate of 
$1,307,691,000. 
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Sixth Edition is of equal value to every 
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Trust Companies. In scope it covers 
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